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THE  OUTLOOK  FOR  THE  SOUTH  DAKOTA 
ECONOMY 


MONDAY,  FEBRUARY  11,  1985 

Congress  op  the  United  States, 
Subcommittee  on  Agriculture  and  Transportation 

op  the  Joint  Economic  Committee, 

Washington,  DC: 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  Free- 
man, SD,  Hon.  James  Abdncr  (chairman  of  the  subcommittee)  pre- 
siding. 

Present:  Senator  Abdnor. 

Also  present:  Dale  Jahr,  professional  staff  member. 

OPENING  STATEMENT  OF  SENATOR  ABDNOR,  CHAIRMAN 

Senator  Abdnor.  The  subcommittee  meeting  will  come  to  order.  I 
am  very  pleased  to  see  this  large  turnout  and  interest  in  the  hear- 
ing we  are  holding.  This  is  a  pleasure  to  welcome  you  all  to  this 
kickoff  meeting  of  our  rural  initiative  program  that  we  will  be  car- 
rying on  for  over  lVz  years.  I  see  we  stiff  have  people  coming  in, 
and  that  is  what  we  like  to  see.  To  my  right  and  your  left  is  our 
economist,  Dale  Jahr,  who  is  a  very  important  figure  on  the  Joint 
Economic  Committee.  He  does  a  lot  of  our  background  work  and 
puts  our  plans  together.  Dale  is  a  young  man  from  South  Dakota 
who  hails  from  Madison.  I  took  him  away  from  the  University  of 
South  Dakota  and  brought  him  in  so  we  would  have  somebody  on 
that  committee  that  knows  something  about  South  Dakota.  You 
will  be  hearing  from  Dale  as  our  meeting  goes  along. 

I  want  to  specially  welcome  Rod  Janzen,  Principal  of  the  Free- 
man Academy.  He  has  a  group  of  students  here  today  and  I 
couldn't  think  of  a  group  I  would  rather  see  here  than  some  young 
people  who  we  hope  are  going  to  be  in  South  Dakota  for  a  long 
time  to  come.  I  wisn  I  had  time  to  pick  their  minds,  because  believe 
me  I  have  learned  that  young  people  do  have  thoughts  and  they 
are  good,  hopefully  f  will  have  the  time  to  do  that  as  we  go  along. 

Let  me  begin  by  noting  that  this  large  turnout  does  represent 
both  good  news  and  bad  news  in  my  mind.  It  is  bad  in  that  I  doubt 
that  this  many  of  you  would  be  here  if  economic  conditions  were 
not  so  depressed  here  in  South  Dakota  and  other  States  throughout 
the  midwest.  I  think  it  is  very  good  news,  though,  that  so  many 
people,  several  of  you  I  know  come  from  quite  some  far  away,  have 
shown  a  willingness  to  take  part  in  this  effort  to  bring  the  same 
economic  recovery  to  America's  rural  areas  that  other  parts  of  the 
country  have  experienced. 
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All  of  you  have  ideas  that  deserve  to  be  heard  and  that  is  why  I 
have  brought  the  Joint  Economic  Committee  here  to  Freeman  to 
make  sure  that  Washington  hears  what  you  have  to  say.  Speaking 
of  Freeman,  I  do  want  to  give  special  thanks  to  the  Cornerstone 
Restaurant  for  providing  toda/s  accommodations.  I  wanted  to 
begin  this  rural  revitalization  effort  right  here  in  Freeman  because 
rt  is  one  of  South  Dakota's  most.,  progressive  small  communities 
The  resourcefulness  and  the  energy  embodied  in  this  town  are 
qualities  we  will  need  as  we  move  ahead  in  these  difficult  times. 

The  mission  we  are  beginning  today  is  one  of  historic  propor- 
tions. The  United  States  is  in  the  strongest  economic  recovery  in 
three  decades,  we  are  in  the  midst  of  it,  but  unfortunately  not  all 
Americans  share  in  that  prosperity.  American  agriculture  and 
Americas  rural  areas  as  we  know  all  too  well,  are  m  the  midst  of 
the  worst  recession  sbce  the  1930's.  In  Washington  I  frequently 
refer  to  our  rural  area*  as  the  forgotten  economy.  In  my  role  as 
vice  chairman  of  the  Jolit  Economic  Committee,  where  I  will  be 
overseeing  national  and  :mral  economic  issues,  my  primary  and 
number  one  task  is  to  put  agriculture  back  on  the  economic  map 

When  I  first  joined  the  Joint  Economic  Committee,  I  watched  the 
brightest,  the  most  acclaimed  economic  experts  in  the  world  come 
to  testify,  people  like  Walter  Heller,  Alan  Greenspan,  and  all  the 
rest  of  them,  but  not  one  of  them  would  mention  the  word  agricul- 
ture. In  fact,  just  this  year  the  President's  annual  economic  report 
was  just  released  and  we  had  just  one  page  devoted  to  the  crisis 
facing  rural  America.  I  can  assure  you,  ladies  and  gentlemen,  those 
days  are  over  as  far  as  I  am  concerned.  As  a  Republican  leader  of 
that  committee,  I  can  guarantee  you  that  not  one  single  witness, 
whether  it  is  Jim  Baker,  David  Stockman,  or  PaulVolcker  or 
anyone  else  who  will  come  before  the  committee,  will  not  be  asked 
how  agriculture  and  rural  America  affects  and  is  affected  by  the 
U.S.  economy.  We  have  a  strong  story  to  tell  here  in  this  part  of 
the  country  and  Washington,  DC  has  a  lot  to  learn  about  it  My 
role  and  yours  will  be  to  make  sure  our  story  gets  told  and  the  pol- 
icymakers in  our  Nation's  capital  listen,  learn,  and  do  something 
about  it  ^ 

President  Reagan  has  heard  a  lot  from  me  already,  and  he  is 
going  to  hear  more  from  me.  I  am  going  to  be  meeting  with  the 
department  h.ads  of  the  administration  like  David  Stockman  and 
Mr.  Volcker  at  the  National  Reserve  Board,  and  when  they  hear 
what  we  will  have  to  say  then  we  will  have  taken  a  big  step  for- 
ward, a  step  that  is  long  overdue  and  it  will  be  a  long  time  renewal 
of  our  home  towns  and  revitalization  of  our  rural  sector.  It  is  going 
to  be  a  tough  job  and  we  are  going  to  have  to  roll  up  our  sleeves, 
and  that  is  exactly  why  I  have  asked  you  to  join  my  rural  economic 
task  iorce  so  that  together  as  a  group  we  can  work  to  overcome  the 
difficult  circumstances  facing  us.  You  know  as  well  as  I  what  those 
problems  are,  but  just  allow  me  to  list  a  few. 

I  know  our  principal  issue  is  agriculture,  but  today  in  our  kickoff 
meeting  we  are  discussing  the  whole  spectrum  of  rural  America,  of 
course  everything  does  revolve  around  agriculture,  our  main 
streets,  our  schools  and  all,  but  these  are  toe  things  we  want  to 
cover.  It  is  an  understatement  to  say  that  agriculture  is  in  trouble. 
I  know  that  and  certainly  you  know  it.  American  farmers  are  com- 
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peting  in  a  global  setting.  They  are  trying  to  beat  French  subsidies 
and  aggressive  Argentines,  Australians,  and  Canadians.  The 
strength  of  the  U.S.  dollar  has  hurt  us  badly  in  that  competition. 
As  our  family  farms  and  independent  producers  go  under,  30  go  our 
small  businesses  and  our  communities. 

Large  scale  agrifactories  tend  to  reduce  the  demand  for  labor  and, 
subsequently,  the  demand  for  the  goods  and  services  provided  by  our 
main  street  merchants.  Rural  population  is  not  growing  as  rapidly  as 
urban.  In  fact,  800  counties— one-fourth  of  all  the  counties  in  the 
United  States— lost  population  since  1980.  Next,  deregulation  has 
taken  its  toll  on  rural  America.  While  most  of  the  Nation's  population 
has  benefited  from  deregulation,  you  and  I  know  how  it  has  hurt  here  in 
rural  America.  We  just  do  not  have  enough  competition  in  our 
industries  such  as  airlines,  buses,  railroads,  trucking,  banking,  and 
telecommunications  to  ensure  that  services  we  need  get  delivered. 
Believe  me  this  has  been  a  very  serious  problem  and  I  said  exactly  that 
when  they  started  on  this  deregulation  program.  Again  the  metropoli- 
tan areas  of  the  country  benefit,  but  we  out  in  rural  America  suffer 
from  it. 

The  American  economy  is  a  rapidly  changing  one,  it  constantly 
changes,  and  rural  America  has  not  kept  pace  with  those  chanv  ^  New 
technologies  must  continually  be  developed  and  applied  to  help  us  stay 
in  the  forefront  of  economic  change.  Sixth,  without  question,  the  most 
important  problem  taking  place  m  Washington  as  it  affects  farmers, 
business,  and  everyone  else  is  the  Federal  deficit. 

We  have  a  national  debt  of  $1%  trillion  and  we  can  not  continue 
to  absorb  that.  We  haven't  a  choice  but  to  learn  how  to  do  better 
with  less.  Now  alFof  these  difficulties  merge  together  to  form  one 
very  basic  problem  in  our  State  and  the  neighboring  States— and 
that  is  simply  a  lack  of  confidence  in  rural  America.  I  picked  up 
the  Sioux  Falls  Argus  Leader  yesterday  to  read  this  headline: 
"Fear  That  Won't  Fade  Grips  Midwest  Farmers."  That  is  the 
bottom  line  of  everything  we  are  talking  about. 

There  is  no  confidence  out  here  and  things  must  improve  if  we 
are  going  to,  and  we  have  to  have  action  to  bring  this  about  and 
get  us  out  of  this  recession.  I  left  no  stone  unturned  last  week 
when  I  had  Mr.  Volcker  in  front  of  me  and  I  told  him  that  the 
most  single  important  thing,  along  with  the  high  interest  rates, 
was  the  lack  of  confidence  I  am  seeing  take  place  out  in  rural 
America.  Everyone  is  scared,  everyone  is  concerned,  and  I  think 
this  leads  to  many  of  our  problems.  We  have  to  be  honest.  If  some 
answers  don't  develop  soon,  it  is  going  to  be  tough  to  turn  this 
around.  Those  answers  are  not  going  to  come  from  Washington, 
they  are  going  to  start  here  at  the  grass  roots  level  with  all  of  you 
who  live  with  these  economic  problems  day  after  day. 

Today  we  are  going  to  begin  putting  out  minds  together  to  come 
up  with  solutions,  recommendations,  and  good  ideas  on  how  to  im- 
prove the  South  Dakota  economy  and  our  way  of  life.  Now  this 
hearing  is  going  to  be  the  blueprint  for  a  national  agenda  on  im- 
proving the  state  of  rural  America.  To  compose  this  blueprint 
today  we  are  going  to  be  moving  into  the  following  topics:  An  as- 
sessment of  the  South  Dakota  communities,  small  business,  and 
more  specifically  agriculture;  economic  development;  the  rural 
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labor  force;  the  rural  financial  resources;  transportation  and  public 
works;  education;  health  care,  and  technology  for  rural  areas. 

As  we  explore  there  areas,  let's  keep  in  mind  the  resources  we 
have  to  deal  with  as  we  address  the  issues.  We  have  private  sector 
resources,  we  can  talk  about  neighborhood  self-help  and  volunteer 
programs,  churches,  and  education,  and  we  have  a  variety  of  state- 
wide and  national  organizations,  small  businesses  and  large  busi- 
nesses and,  of  course,  we  should  talk  about  what  roll  our  local 
county,  State  and  Federal  Government  should  play.  In  short,  we 
have  a  lot  of  talent  and  resources  going  for  us.  Let's  discuss  how  we  \ 
can  use  these  to  maximize  our  opportunity,  not  to  minimis  our  « 
problems.  So  once  again  let  me  thank  you  for  attending  today. 

The  fact  that  you  are  here  is  testimony  to  a  State  that  responds  1 
to  its  problems  with  character  and  courage  and  by  fighting  bacK 
rather  than  knuckling  under.  It  is  those  areas  that  make  South  I 
Dakota  the  place  where  this  rural  revitalization  effort  should 
begin,  and  this  is  our  kickoff,  this  is  just  going  to  be  one  of  many  : 
meetings.  Some  throughout  the  United  States,  most  of  them  in  ?! 
Washington,  DC  of  every  group  we  can  think  of  we  will  be  bringing 
in. 

So  with  that,  before  we  start  the  first  witness  I  am  going  to  have 
Dale  Jahr  set  out  some  ground  rules  and  make  a  general  statement 
here.  We  have  three  witnesses  we  have  asked  particularly  to  be 
here  for  our  kickoff  before  we  go  into  the  general  witnesses.  I  am  j 
sorry  I  guess  we  should  call  on  these  individuals  who  volunteered 
last  fall  to  begin  gathering  information  for  the  hearing  we  have  as- 
sembled today.  I  assure  you  this  is  something  we  did  not  put  to- 
gether just  overnight.  We  have  had  our  people  working  on  it  for  a 
long  time.  They  have  already  dedicated  numerous  hours  in  prepar- 
ing for  this  National  Rural  Issues  Initiative. 

I  have  Mr.  Jerry  Johnson,  director  of  the  Business  Research 
Bureau  of  the  University  of  South  Dakota;  Mark  Edelman,  who  is 
the  Public  Policy  Economist  at  South  Dakota  State  University;  and 
Russell  Smith,  who  is  director  of  the  Governmental  Research 
Bureau  at  the  University  of  South  Dakota.  That  is  why  I  have 
asked  each  of  them  to  share  a  few  of  their  observations  here  this 
morning  in  our  kickoff.  Jerry  Johnson  will  discuss  the  South 
Dakota  economy.  Jerry,  we  tliank  you  for  coming  here  today  if  you 
will  please  come  forward. 

STATEMENT  OF  JERRY  W.  JOHNSON,  DIRECTOR,  BUSINESS 
RESEARCH  BUREAU,  UNIVERSITY  OF  SOUTH  DAKOTA 

Mr.  Johnson.  Thank  you,  Senator.  It  is  nice  vo  be  in  the  State  of 
South  Dakota.  First  of  all  I  may  comment  I  have  taken  a  year  off 
and  I  am  now  at  Iowa  State  University  for  9  months,  and  as  I  was 
telling  Senator  Abdnor  in  the  last  several  months  I  have  listened 
to  the  people  of  the  State  of  Iowa  get  very  excited,  and  I  have  been 
invited  in  to  join  them  in  discussing  their  problems,  and  I  point  out 
to  them  that  some  of  their  comments  are  the  same  comments  that 
were  being  made  quite  frankly  in  the  State  of  South  Dakota  rough- 
ly 7  or  8  years  ago.  Some  of  the  stresses  they  are  just  beginning  to 
experience  over  there  you  folks  have  been  through  a  long  time  ago. 
So  I  have  suggested  to  them  that  possibly  what  they  need  do  is  to 
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come  over  to  South  Dakota  and  learn  a  few  lessons,  because  you 
folks  have  already  experienced  those  stresses. 

Senator  first  of  all  let  me  commend  you  on  the  initiative.  I  think 
it  is  very  clear  in  rural  America  that  changes  are  taking  place,  and 
I  am  gratified  certainly  that  there  are  as  many  of  you  here  today 
as  there  are.  I  have  a  few  written  comments  that  I  am  going  to 
make,  and  then  in  as  much  as  you  have  the  group  as  you  have,  I 
would  prefer  that  to  allow  them  of  course  to  make  their  comments 
as  I  am  sure  you  have  more  to  offer  than  I  have. 

During  the  past  several  months,  attention  of  course  has  been  in- 
creasingly directed  to  the  financial  stress  that  we  have  seen  in  the 
agricultural  sector  in  this  country.  Government  and  industry  lead- 
ers journey  to  Washington  essentially  giving  the  same  message  and 
that  of  course  is  the  farm  communities  is  in  probably  the  greatest 
financial  stress  since  the  depression  of  the  1930's.  From  Washing- 
ton has  frankly  come  a  noteable  lack  of  interest.  Agricultural  ex- 
perts have  offered  evidence  suggesting  that  up  to  a  third  of  all 
farmers  will  continue  to  slide  closer  and  closer  to  insolvency. 

Indeed  let  me  interject  this  past  week  I  happened  to  run  in  to  a 
fellow  in  Minneapolis  who  was  offered  some  additional  information 
that  in  excess  of  40  percent  of  all  farmers  in  the  central  part  of  the 
United  States  have  a  debt  to  asset  ratio  that  exceeds  40  percent. 
About  21  percent  have  debt  to  asset  ratios  that  exceed  something 
like  70  percent,  suggesting  the  severity  of  that  problem.  Most 
smaller  midwestern  communities,  agriculture  clearly  is  the  pri- 
mary economic  activity.  The  financial  stress  in  agriculture  then  is 
a  very  important  component  in  describing  the  various  structural 
changes  that  are  taking  place  in  the  rural  community.  Inasmuch 
as  agriculture  is  such  an  important  aspect  I  would  like  to  initially 
give  you  a  brief  historical  perspective  of  some  of  the  things  that 
have  happened. 

The  20  years  before  World  War  I  have  commonly  been  dubbed  as 
sort  of  the  golden  age  of  American  agriculture.  During  this  period 
farm  income  and  prices  rose  rapidly.  During  and  up  to  1920  after 
World  War  I  prices  and  incomes  continued  to  rise  with  foreign 
demand  interestingly  being  an  important  driving  force  in  the 
upward  movement.  In  the  short  recessionary  period  of  1920  and 
1921  the  prosperity  of  the  30  years  previously  came  to  an  end. 
Mortgage  indebtedness  incurred  during  that  earlier  30-year  period 
continued  to  weigh  heavily  and  denied  the  agricultural  sector  a 
share  of  the  recovery  of  1921.  Interesting  is  the  parallel  of  the 
1984-85  period.  Then,  as  today,  foreign  markets  failed  to  absorb  the 
expanding  output  which  was  due  to  among  other  things  the  techno- 
logical advances  in  your  industries. 

Throughout  the  1920's  farm  incomes  and  prices  remained  rela- 
tively low.  In  1929,  in  order  to  promote  an  orderly  agricultural 
marketing  system,  the  government  intervened  in  the  agricultural 
markets  for  the  first  time  when  the  Federal  Farm  Board  was  cre- 
ated. This  attempt  quite  frankly  failed.  As  price  takers,  the  farm- 
ers during  the  depression  were  probably  the  earliest  and  most  cru- 
elly effected  by  that  depression.  I  happen  to  be  an  Iowa  farm  boy 
and  my  family  came  through  the  depression,  and  my  mother  I 
guess  still  remembers  it  very,  very  clearly. 
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Through  World  War  II  and  in  the  1950's  agriculture  in  general 
flourished  with  a  brief  slump  in  1948  and  1949.  During  this  period 
the  full  parity  concept  was  withdrawn,  and  however  despite  this 
modest  change  in  the  guideline,  the  soil  bank  and  other  programs 
continued  to  provide  support  to  agriculture.  In  the  1960's  about  $3 
billion  was  being  directed  to  the  agricultural  sector  to  remove  from 
production  of  about  250  million  acres. 

The  stormy  history  then  of  agriculture  is  clearly  reflected  in  his- 
torical development  of  the  rural  communities  of  America.  Most  de- 
veloped as  service  centers  to  the  agricultural  sector  or  if  they  did 
not  develop  as  service  centers  to  the  agricultural  sector,  they  devel- 
oped as  centers  of  local  government  Structurally,  the  communities 
were  driven  by  income  generated  by  the  agricultural  sector.  From 
this  economic  base  employment  and  income  was  provided  to  sup- 
port the  secondary  or  retail  trade  of  these  communities.  Indeed  m 
most  of  these  communities  you  had  the  clothing  store,  the  hard- 
ware store,  and  the  small  eating  establishment,  and  each  of  these 
making  up  what  is  referred  to  as  sort  of  the  fabric  of  rural  Amer- 
ica. 

Finally,  the  banker  provided  the  financial  services  to  facilitate 
and  support  these  activities.  As  providers  of  service  to  the  commu- 
nities, these  cities,  these  small  towns  appeared  to  be  relatively  effi- 
cient. Indeed,  they  were  what  as  economists  would  call  the  least 
cost  structure.  Today  the  question  of  whether  these  communities 
are  any  longer  the  least  cost  units  for  the  delivery  of  these  services 
is  in  question.  Indeed,  we  see  a  new  development.  Real  farm 
income,  of  course,  has  continued  to  grow.  Both  the  primary  sector 
and  the  secondary  activities  within  the  community  certainly  in  the 
1960*8  and  up  through  1968  continued  to  grow.  Partially  as  a  conse- 
quence of  the  prosperity,  by  1968  for  the  first  time,  the  United 
States  was  to  be  faced  with  a  problem  of  inflation. 

Indeed,  after  40  years  the  demand  oriented  macroeconomic  policy 
and  a  maturing  economy  pressures,  on  the  supply  side  of  the 
market  were  to  be  felt  for  the  first  time.  Lagging  productivity 
along  with  continued  rising  prices  signaled  the  beginning  of  this 
new  era.  Further  exasperating  the  problem  again  was  the  entry 
into  the  Viet  Nam  war.  With  inflation,  a  perceived  rapid  growth  in 
income  left  a  false  impression  that  each  of  us  were  benefiting.  We 
were  benefiting  with  large  gains.  Though  false  the  behavior  of  this 
period  began  was  significantly  influenced  and  this  changed  behav- 
ior toward  what  we  are  going  to  call  borrowing  became  very  impor- 
tant in  the  1980's.  Indeed,  the  idea  of  leverage,  borrowing,  became 
a  widely  accepted  interest  of  management.  This  was  true  in  both 
the  farm  and  non-farm  sector. 

With  inflation  and  enormous  price  increases  of  1972  and  1973, 
land  prices  rose  rapidly.  New  equipment  was  purchased,  and  new 
buildings  were  built.  Businesses  similarly  sought  out  new  markets 
and  expansion  opportunity.  Perceived  money  growth,  indeed  most 
perceived  that  it  was  going  to  continue,  appeared  to  justify  this  ex- 
pansion. Appeared  to  justify  that  we  should  continue  this  rapid 
growth.  To  finance  the  expansion,  debt  grew  very  rapidly.  Later  as 
inflation  slowed,  those  who  expanded  through  debt  ran  in  to  diffi- 
culties as  cash  flows  began  to  shrink.  This  was  true,  and  I  want  to 
emphasize  this  in  both  the  farm  ana  non-farm  sectors,  it  was  not 
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only  the  farmers,  but  certainly  in  the  case  of  the  smaller  business 
where  the  same  problem  existed. 

The  financial  sector  was  similarly  influenced  by  the  inflationary 
environment,  the  rapid  growth  in  their  deposits,  this  provided  an 
exparJed  deposit  base  to  be  used  for  lending  activities.  Due  to  what 
appeared  to  be  the  growing  equity  base  in  both  farm  and  non-farm 
businesses,  expanded  lending  appeared  to  be  a  rational  course  of 
action.  Indeed  it  was  one  of  those  things  where  each  responded  in  a 
rational  manner.  With  hindsight  and  the  knowledge  that  much  of 
the  equity  was  inflation  created  equity  and  not  based  on  productivi- 
ty, manv  of  these  loans  probably  should  not  have  been  made. 
Todav  the  cash  flow  from  these  assets  that  were  purchased  is 
simply  not  adequate  to  service  the  debt  and  has  created  many  of 
our  problems. 

A  comment  or  so  on  interest  rates.  Prior  to  October  of  1979,  in- 
terest rates  were  as  generally  agreed  held  below  market  levels  by 
the  actions  of  the  Federal  Reserve.  As  the  cost  of  financing  is  a 
central  consideration  in  the  purchase  of  an  asset,  these  arbitrarily 
low  levels  tended  to  encourage  further  borrowing.  More  important 
of  cjurse  was  the  impact  on  individual  funis,  both  farm  and  non- 
farm  again,  and  I  want  to  emphasize  that.  With  low  interest  rates, 
use  of  assets  which  were  financed  with  leveraged  dollars  quite 
frankly  was  a  very  rational  decision  on  both  parties.  A  firm  operat- 
ing was  able  to  margin  at  20  percent  with  financing  at  8  percent,  it 
made  sense  to  go  out  and  borrow  those  funds. 

The  operating  procedures  of  the  Federal  Reserve  changed  in 
1979,  the  rapid  change  in  the  interest  rate  to  their  perceived 
market  levels  found  manv  firms  that  were  highly  leveraged  using 
short  term  funds  in  trouble,  considerable  trouble.  This  policy  has 
had  an  enormous  impact,  enormous  impacts  on  the  changes  that 
have  taken  place  in  rural  America.  Indeed  let  me  emphasize  that 
in  a  sense,  that  manv  of  those  things  that  were  taking  place  in 
rural  America  probably  would  have  taken  place  any  way,  but  what 
happened  was  that  this  inflationary  environment  certainly  acceler- 
ated it. 

A  couple  other  comments,  with  the  economically  efficient  sized 
farm  entities  becoming  larger  and  with  the  shift  of  the  agriculture 
sector  away  from  being  a  labor  intensive  industry,  and  the  avail- 
ability of  highly  sophisticated  marketing  tools,  the  demand  quite 
frankly  for  the  local  services  from  the  local  communities  have  gone 
down.  I  don't  like  to  say  that,  I  believe  in  small  businesses  but 
quite  frankly  some  of  the  larger  farmers  now  are  their  own  whole- 
salers. I  don't  blame  them,  it  is  the  thing  to  do.  They  are  going  to 
the  manufacturer  directly,  again  I  don't  blame  them,  it  is  the  thing 
to  do,  but  it  is  happening.  In  terms  of  marketing  today  you  can 
market  directly  to  Chicago,  you  don't  need  a  local  sales  person  to 
do  that.  It  is  happening. 

Another  thing  I  think  we  need  to  have  pointed  out  that  is  a 
changing  demography  and  a  changing  structure  of  the  demograph- 
ics of  these  communities.  At  one  point  it  was  made  clear  to  me  by 
actually  a  South  Dakotan  when  I  was  up  in  northern  South  Dakota 
several  months  ago.  After  World  War  II  there  were  those  that 
came  back  from  the  weir  and  when  they  came  back  to  the  local 
communities  the  thing  they  did  was  went  into  businesses.  If  you 
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stop  and  think  about  it  most  of  them  were  26  to  28  years  old,  if  you 
do  some  addition  you  suddenly  realize  about  1981  or  1982  they 
began  to  retire,  as  they  began  to  retire  they  began  to  sell  their 
businesses  to  younger  people. 

What  the  younger  people  discovered  was  given  a  contract  and 
given  the  interest  rates  we  were  experiencing  in  that  period,  it  was 
not  possible  to  stay  alive  in  that  environment  and  many  of  those 
businesses  have  had  to  go  back  to  the  original  owners.  In  terms  of 
traveling  we  used  to  worry  about  traveling  15  miles,  now  we  don't 
worry  about  traveling  100  miles. 

Finally  let  me  begin  to  summarize  by  asking  a  question  regard- 
ing the  agricultural  problem.  That  is,  is  this  a  problem  that  is 
going  to  continue  to  face  us?  And  the  answer  is  probably  yes.  .The 
changes  taking  place  are  not  done.  We  probably  have  several  years 
to  go.  Most  of  us,  and  I  think  you  ought  viewjt  this  wayjis  to  view 
it  as  there  are  opportunities  out  here.  I, think!  in  South  Dakota 
there  are  opportunities  like  any  place  else  in  this  country  and  we 
want  to  view  it  that  way.  One  thing  don't  look,  for  a  villain,*  it 
doesn't  do  you  any  good.  Don't  blame  it  on  someplace  else.  We  have 
a  problem,  let's  address  the  problem.  It  is  two-fold,'  first  pfaU  there 
is  a  short  term  problem,  the  short  term  problem  is  providing 
income  in  the  short  term.  '     .  , 

I  think  we  see  surfacing  out  of  Washington  and  various  mother 
sources  some  ideas  as  to  how  to  approach  this  problem."  The  second 
one  is  a  long-run  problem  and  probably  a  resource  allocation  prob- 
lem, that  is  much  more  serious  and  much  more  difficult,  and  frank- 
ly it  is  probably  going  to  happen  regardless  of  what  we  do.  Senator, 
I  thank  you  very  much.  r 

[The  prepared  statement  of  Mr.  Johnson  follows:] 
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Prepared  Statement  of  Jerry  W.  Johnson 
i. 

INTRODUCTION 

During  the  past  several  months  attention  has  been  increasingly 
directed  to  the  financial  stress  in  the  agricultural  sector. 
Government  and  industry  leaders  have  journeyed  to  Washington 
with  the  same  message.  The  farm  community  is  in  the  greatest 
financial  stress  since  the  depression  of  the  1930 *s.  From 
Washington  has  come  a  notable  lack  of  interest.  Agricultural 
expert    have  offered  evidence  that  up  to  a  third  of  all  farmers 
will  continue  to  slide  towards  insolvency.  Recent  evidence  has 
suggested  that  nationwide  approximately  33  percent  of  ail  farm 
operators  have  a  debt  to  asset  ratio  in  excess  of  40  percent 
with  15  percent  exceeding  70  percent. 
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In  most  smaller  midwest  communities  agriculture  is  the  primary 
economic  activity.  The  -financial  stress  in  agriculture  is  an 
important  component  in  describing  the  structural  changes 
occurring  in  the  rural  community.  Given  the  importance  of 
agriculture  to  the  rural  community «  section  II  is  4.  brief 
historical  perspective  on  the  agricultural  sector.  Section  III 
reviews  the  small  communities  as  a  social  entity  for  providing 
service  to  the  primary  sector.  The  final  section  discusses  the 
many  facets  of  the  changes  taking  place  in  the  rural 
communities. 


II 

Historical  Perspective: 
The  Farm  Sector 

Pce_Wgrld_War_II_Perigd 

The  twenty  years  before  World  War  I  have  been  dubbed  Mthe 
golden  age  of  American  Agriculture".  Farm  income  and  prices 
rose  sharply  during  the  period.     During  and  up  to  1920  after 
World  War  I  prices  and  incomes  continued  to  rise  with  foreign 
demand  being  an  important  driving  force  in  the  upward  movement. 
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In  the  short  recessionary  period  of  1920-21  the  prosperity  of 
the  previous  thirty  years  was  to  come  to  an  end.  Mortgage 
indebtedness  incurred  during  ttie    previous  period  of  prosperity 
weighted  heavily  and  denied  the  agricultural  sector  a  share  of 
the  recovery  of  1921.     Interesting  is  the  parallel  to  1984-85. 
Then,  as  today,     foreign  markets,  failed  to  absorb  the 
expanding  output  which  was    due  to,  amqng  other  things,  the 
technological  advances  in  the  industry.     Throughout  the  1920 's 
farm  prices  and  incomes  remained  relatively  low.   In  1929,  to 
promote  "orderly  agricultural  marketing",    the  government 
intervened  into  the  agricultural  markets  for  the  first  time 
with  the  establishment  of  the  Federal  Farm  Board.     The  attempt 
failed  with  the  exhaustion  of  funds  required  to  absorb  the 
excess  supply  which  resulted  due  to  the  incentives  of  the 
support  prices. 

As  "price  takers"  the  farmers  were  one  of  the  earliest  and  most 
cruelly  affected  during  the  deceleration  of  the  early  thirties. 
The  New  Deal  farm  policy  of  the  Roosevelt  Administration  was 
designed  to  address  the  rapid  decline  in  income  in  the* 
agricultural  sector.     From  the  failure  of  the  Federal  Farm 
Board  the  Administration  learned  the  need  to  restrict  supply 
through  the  use  of  acreage  restrictions  and  marketing  quotas. 
Though  the  purpose  of  the  program  was  to  restrict 
output-supply,  again  continued  support  prices  and  guaranteed 
sales  served  as  enormous  incentives  to  expand  output.  As  a 
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short  run  policy  farm  income  assistance  was  provided.     As  a 
long  run  policy  to  promote  a  closer  relationship  between  supply 
and  demand,  it  probably  was  not  successful. 

World_War_I I_and_|texgnd 

Through  World  War  II  and  to  the  early  19S0's  agriculture  in 
general  flourished  other  than  a  brief  slump  in  1948  and  1949. 
During  this  period  full  parity  was  dropped  as  a  policy 
guideline  in  an  effort  to  withdraw  the  public  sector  from  its 
extensive  intervention  in  the  agricultural  markets.  Despite 
this  modest  change  in  guidelines  the  soil  bank  and  other 
programs  continued  to  provide  support  to  agriculture.     By  the 
1960's  about  *3  billion  was  being  directed  to  the  agricultural 
sector  to  remove  from  production  about  250  million  acres. 

Ill 

Historical  Perspective: 
A  Midwest  Community 

The  stormy  history  of  agriculture  is  reflected  in  the 
historical  development  of  the  rural  communities.  Most  developed 
as  service  centers  to  the  agricultural  sector  or  as  centers  of 
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local  government,  i.e.,  as  county  seats.     Availability  of  rail, 
river,  or  highway  transportation  served  as  the  basis  on  which 
specific  community  locations  were  selected. 

Structurally  the  communities  were  driven  by  income  generated  by 
the  agriculural  sector  -  the  primary  economic  activity  of  the 
area.     From  this  economic  base,  employment  and  income  was 
provided  to  support  the  secondary,  retail  trade,  activities  of 
the  communities.     Included  was  the  clothing  store,  the  hardware 
and  feed  store,   and  the  small  town  eating  establishment.  Each 
represented  a  vital  part  of  the  fabric  of  the  typical  small 
town.     Finally,  the  banker  provided  the  financial  services  to 
facilitate  and  support  exchange  activities  in  the  communities. 
As  economic  and  social  entities  the  communities  have 
flourished,  though  not  escaping  the  cycles  of  the  agricultual 
sector,  over  the  past  one  hundred  years.  As  providers  of 
service  to  the  communities  they  have  tended  to  be  relatively 
efficient  or,  in  economic  jargon,  they  have  been  the  least  cost 
social  structures  for  the  delivery  of  services  to  the  rural 
communities. 


IV 

A  Setting  For  Structural 
Change 
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Inf l*tign_-_A_NgH_Era 

Real  farm  income  continued  to  grow  along  with  nonfarm  income 
through  the  1960 's.  Both  the  primary  sector,  agriculture,  and 
the  secondary  activities  within  the  communities  continued  to 
flourish.  Between  1960  and  1968  South  Dakota  shared  with  the 
national  economy  in  the  longest  sustained  period  of  growth  ever 
experienced  in  our  country. 

Partially  as  a  consequence  of  the  prosperity,  by  1968,  for  the 
first  time  the  United  States  was  to  be  faced  with  the  problem 
of   inflation.     After  forty  years  of  demand  oriented 
macroeconomic  policy  and  a  maturing  economy,  pressures  on  the 
supply  side  of  the  market  began  to  be  felt.  Lagging 
productivity  along  with  continued  rising  prices  signaled  the 
beginning  of  a  new  era.     Further  exacerbating  the  problem  was 
the  entry  into  the  Vietnam  War. 

Inf 1  atign_Induced_Behayior 

With  inflation,  a  perceived  rapid  growth  in  income  left  false 
signals  of  expanding  wealth.  Though  false,  behavior  is  and  was 
influenced.  A  changed  behavioral  attitude  towards  borrowing 
took  place  during  this  period  and  was  to  play  an  important  role 
through  the  early  part  of   1980.   Indeed,  leverage  became  a 
widely  accepted  instrument  of  management. 
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This  was  true  in  both  the  farm  and  nonfarm  sectors.  With 
inflation  and  the  enormous  price  increases  in  1972-73,  land 
prices  rose  rapidly,  new  equipment  was  purchased  and  new 
buildings  were  built.     Businesses  similiarly  sought  new  markets 
and  expansion  opportunities.     Perceived  money  growth  rates 
appeared  to  justify  the  expansion.  To  finance  the  expansion 
debt  grew  rapidly.  Later  as  inflation  slowed  those  who  expanded 
through  debt  ran  into  difficulty  as  cashflows  shrank. 

Like  the  farm  and  nonfarm  businesses,  the  actions  of  the 
financial  sector  were  influenced  by  the  inflation  environment. 
With  the  rapid  growth  in  money  income,  deposits  grew  rapidly 
providing  an  expanded  deposit  base  to  be  used  for  lending 
activities.  Given  what  appeared  to  be  a  growing  equity  base  of 
both  the  farm  and  the  nonfarm  businesses,  expanded  lending  was 
a  rational  course  of  action.  With  hindsight  and  the  knowledge 
that  much  of  the  equity  was  inflation  created  equity  and  not 
based  on  productivity,  many  of  the  loans  probably  should  not 
have  been  made. 

lQ£eC!s§t_Rates 

Prior  to  October  of  1979  interest  rates  were,   it  is  now 
generally  agreed,  held  below  market  levels  by  the  actions  of 
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the  Federal  Reserve.     As  the  costs  of  financing  is  a  central 
consideration  in  the  purchase  of  an  asset  the  arbitrarily  low 
levels  tended  to  further  encourage  borrowing.     The  below  Market 
interest  rates  and  thus  lower  relative  price  encouraged 
movement  of  credit  into  the  capital  intensive  industries. 

1 

More  important  was  the  impact  on  the  Individual  firm  -  farm  or  *'t 

nonfarm.  With  low  interest  rates,  use  of  assets  whim  were  1 \ 

finanaced  with  levered  dollars  was  a  rational  decision.  A  firm 

operating  with  a  margin  of  20  percent  and     anding  at  8  percent 

was  able  to  lever  his  profits  with  the  debt  financing.  The 

same  is  not  true  with  interest  rates  at  18  percent.  t 

When  the  operating  procedures  of  the  Federal  Reserve  changed  in  j 
1979  the  rapid  advance  in  rates  to  their     market  levels  found 
firms  that  were  highly  levered  with  short  term  loans  in 

I 

immeditate  trouble.  This  was  true  of  both  farm  and  nonfarm 
businesses.  The  policy  change  had  an  enormous  impact  upon  the 
rural  communities.  Though  the  structural  changes  taking  place 
would  have  occurred  regardless  the  process  was  accelerated. 


Qecl  IQiQg_Demand_f  or_Cgmmunity_Seryi.ces 

With  the  economically  efficient  sized  farm  entity  becoming 
larger;   the  shift  of  the  agricultural   sector  away  from  being  a 
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labor  intensive  industry;  and  the  availability  of  highly 
sophisticated  marketing  tools,  the  demand  for  services  local I v 
provided  has  declined.     Many  farmers  are  today  large  enough  to 
buy  directly  from  the  manufacturer  making  the  retailor  no 
longer  necessary.  To  sell  grain  a  direct  electronic  link  to  the 
major  national  markets  is  possible-  Whether  the  local  community 
is  any  longer  the  least  cost  means  for  delivery  of  services  is 
now    less  clear. 


Qhangi ng_Commyni tY^Demograghi 

After  World  War  II  many  of  those  th*it  had  been  serving  in  the 
armed  forces  returned  to  their  home  communities  to  seek 
employment.     Nationally,  the  economy  was  in  transition  between 
a  war  time  and  domestically  driven  economy.     Upon  returning 
many  went  into  business  for  themselves.   These  wartime 
entrepreneurs  are  reaching  retirement.     Most  flourished  in 
their  respective  businesses  from  1950  to  the  early  1970's. 
During  the  mid  1970's  they  survived  on  equity  built  up  durfag 
the  1950's  and  1960's.  Today,  as  they  retire,  they  are  selling 
their  businesses  to  younger  men  and  women  who,  though  excellent 
managers,  discover  that  no  longer  is  it  possible  to  purchase  a 
small   rural   community  business  on  contract,  service  the  debt, 
pay  the  principle  an J  provide  day  to  day  living  expenses.  The 
busx-    .s,  all  to  frequently,  is  returned  to  the  orignal  seller 
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only  to  be  closed. 

Grgwth_i^n_Regignal  _Shogging_Centers 

Added  stress  to  the  small  retail  communities  has  also  been 
caused  by  continued  advances  made  in  transportation  technology. 
The  willingness  of  the  consumer  to  travel  many  miles  to  shop  in 
the  regional  shopping  areas  has,  to  a  considerable  extent,  been 
dus  to  the  improved  conveniances  in  transportation.  The 
regional  shopping  areas  have  grown  rapidly  to  meet  the  demands 
of  their  expanded  market  areas.     While  the  regional  shopping 
centers  have  expanded  virtually  every  small  community  has  seen 
the  return  of  a  modern  day  general  store.  Stocked  in  these 
stores  are  necessity  items  which  are  needed  on  a  day  to  day 
basis.  The  larger  shopping  facilities  have  replaced  the  local 
specialty  store  as  the  low  cost  delivery  mechanism  of  the  non 
convienance  goods.  The  concept  of  the  "dual  economy"  in  South 
Dakota  reflects  the  changing  marketing  patterns.     As  the 
smaller  communities  have  contracted  the  shopping  centers  have 
continued  to  grow.     Retail   sales  figures  in  1983  began  to 
reflect  this  change. 

Agricul  tura!_Prgb!ems_::_Continuin 

From  an  economists  perspective  the  short  run  problem  in 
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agriculture  is  one  of  instability  in  farm  income.  Since 
agriculture  is  the  primary  economic  base  of  moot  rural 
communities  instability  in  farm  income  means  instability  in 
retail  trade.  Periods  of  stress  are  common  whether  it  be  due  to 
low  farm  prices  or  poor  crops.     The  long  run  problem  is  much 
more  complex. 

Most  economists  would  argue  that  the  underlying  problem  in  the 
long  run  is  the  over  allocation  of  resources  to  the  agricultual 
industry.  The  evidence  used  to  support  this  conclusion  is  the 
continued  oversupply  of  agricultural  products.  The  reason  for 
the  oversupply  it  is  argued  has  been  the  rapid  technological 
advances  of  the  past  twenty  years  or  more.     In  t820  each  farmer 
produced  enough  to  support  four  persons.     By  1980  the  same 
farmer  could  support  in  excess  of  sixty  persons.  Productivity 
since  WWII  in  the  agricultural  sector  has  advanced  twice  as 
fast  as  in  the  nonfarm  economy. 

A  second  problem  cited  is  the  insensiti vity  of  the  consumption 
of  agricultural  products  to  price  changes.  What  this  means  is- 
that  even  though  prices  decline  demand  for  the  consumption  of 
the  products  does  not  expand.   It  further  means  that  prices  will 
continue  to  be  highly  variable  and  will  depend  up  short  run 
supply  conditions.  Regardless,  the  long  run  problems  of  an 
industry  -  agriculture  -  in  transition  will  continue  to  play  an 
important  role  in  the  evolution  of  the  rural  communities. 


Summary 


The  problems  of  the  American  rural  communities  ere  real  as  are 
the  human  costs.     The  costs  can  be,  and  should  be  addressed  by 
the  public  sector.     However,  there  is  a  delicate  balance 
between  market  incapacitating  intervention  into  the  market,  and 
providing  assistance  in  overcoming  human  costs. 
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Senator  Abdnor.  Thank  you,  Jerry.  Your  remarks  gave  us  a  good 
kickoff  here.  I  think  you  have  pretty  well  covered  the  broad  areas 
and  I  thank  you  and  I  am  happy  you  will  be  up  here  with  us  when 
we  get  into  questions  and  answers.  I  think  we  probably  will  have 
our  next  gentlemen  testify  and  give  us  his  outlook.  He  has  a  lot  of 
credibility  in  the  agricultural  field  as  well  as  all  throughout  South 
Dakota,  and  that  is  Mark  Edelnan.  He  is  a  noted  agricultural 
economist  and  he  is  going  to  talk  about  the  South  Dakota  farm 
sector  and  its  relation  to  the  economy.  Mark,  we  are  happy  to  have 
you  with  ua  If  I  didn't  say  so,  he  hails  from  South  Dakota  State 
University. 

STATEMENT  OP  MARK  A.  EDELMAN,  AGRICULTURE  AND  PUBLIC 
POLICY  ECONOMIST,  SOUTH  DAKOTA  STATE  UNIVERSITY, 
BROOKINGS,  SD 

Mr.  Edelman.  That  is  right,  thank  you  Senator.  I  want  to  make 
that  point  clear.  It  is  certainly  my  privilege  to  address  this  distin- 
guished committee  and  this  audience  today  to  discuss  some  of  the 
profound  problems  and  challenges  facing  South  Dakota  agriculture 
in  rural  communities.  I  do  have  more  written  comments  that  I  will 
submit  in  my  prepared  statement,  but  I  want  to  confine  my  spoken 
comments  primarily  to  two  areas. 

One  is  to  help  clarify  the  problem  faced  by  rural  communities, 
and  also  to  outline  the  alternative  policy  options  faced  by  rural 
communities.  The  rural  community  problem.  It  is  twofold.  The  de- 
clining farm  numbers  in  a  continuing  trend  for  South  Dakota.  The 
census  bureau  of  fcrm  numbers  indicate  in  1935  we  had  83,303 
farms.  By  the  1982  sg  census  we  had  37,148.  So  farm  numbers  have 
continued  to  decline.  If  we  look  at  the  age  distribution,  we  expect 
that  decline  to  continue  at  least  until  the  year  2000. 

Very  simply,  the  demographics  of  it  is  such  that  we  have  about 
twice  as  many  farmers  in  the  45  to  65  age  category  as  we  have  in 
the  25  to  45  age  category,  and  so  we  simply  have,  will  be  having 
more  farmers  exiting  the  industry  than  have  been  entering  at  the 
present  rates  of  entry.  So,  according  to  some  projections  that  Pro- 
fessor Janssen  and  myself  from  SDSU  put  together  a  couple  of 
years  ago,  we  expect  that  by  the  year  2000  we  will  be  looking  at 
less  than  30,000  farms  in  South  Dakota  because  of  the  present  age 
distribution.  That  is  not  saying  we  like  that,  but  that  is  where  we 
see  the  current  trends  continuing.  The  rate  of  decline  is  also  effect- 
ed by  the  current  financial  stress  in  agriculture,  and  we  do  have  an 
indicator  of  that. 

Last  week  Brian  Schmiesing,  another  SDSU  colleague  of  mine, 
and  I  released  a  survey  of  agricultural  lenders  that  we  had  sur- 
veyed in  November  of  last  year.  We  had  a  53-percent  response  rate 
of  the  ag  lenders,  and  in  terms  of  the  current  level  of  financial 
stress,  we  found  that  16  percent  were  regarded  as  being  in  a  weak 
financial  position,  8.1  percent  of  farm  customers  of  the  ag  lenders 
were  in  an  inferior  financial  condition.  So  that  is,  there  are  two 
ways  to  look  at  that.  That  implies  about  24  jnsicent  of  the  produc- 
ers in  agriculture  are  in  a  weak  financial  position,  but  it  also  im- 
plies about  three-quarters  are  in  a  relatively  sound  financial  posi- 
tion. 
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Now,  while  the  net  effect  of  the  financial  stress  is  to  accelerate 
the  decline  in  farm  numbers,  I  think  it  also  has  to  be  pointed  out 
that  with  lower  machinery  prices  and  land  prices  that  we  are 
seeing  some  isolated  incidents  where  new  entrants  are  entering 
into  agriculture  at  a  relatively  sound  position.  What  are  the  rural 
community  ontions?  Well,  for  rural  community  decisionmakers 
that  are  faced  with  declining  farm  numbers  they  basically  have 
four  options  to  consider. 

One  is  to  attempt  to  diversify  the  regional  economy  mto  basic  in- 
dustries that  do  not  depend  on  the  number  of  farms  in  the  area.  In 
other  words,  to  foster  home  grown  industries  as  well  as  attempting 
to  attract  outside  industries  might  provide  more  local  stability  in 
terms  of  employment  and  income. 

The  second  option,  is  attempt  to  expand  the  trade  area  to  stabi- 
lize the  local  economy.  Knowing  your  customer  or  your  market 
share  penetration  and  the  customer  behavior  patterns  of  the  region 
can  assist  in  adjusting  your  local  goods  and  services  mix  to  best  re- 
ceive an  optimum  level  of  income  and  employment  for  your  region. 

A  third  option  is  to  simply  consolidate  what  you  have  in  order  to 
strengthen  or  at  least  maintain  a  numm^  level  of  services.  At  a 
recent  meeting  I  was  at,  a  board  of  director  member  of  a  business 
said  that  he  would  rather  take  his  firm  into  bankruptcy  than  to 
consider  partial  consolidation  or  a  merger  with  a  competitor.  I 
guess  the  point  that  I  am  trying  to  make  is  that  voluntary  consoli- 
dations of  some  functions  and  services  in  the  private  sector  as  well 
as  the  public  sector  can  in  many  cases  be  mutually  beneficial  to 
both  firms  and  might  maintain  a  more— a  higher  level  of  local 
services  than  if  competition  had  continued  and  in  voluntary  consoli- 
dation occurred  at  a  later  time. 

The  fourth  option  is  simplv  to  do  nothing  and  allow  the  trends  to 
continue  and  economically  decline  as  farm  numbers  in  the  popula- 
tion base  decline.  Now  that  is  not  optimistic  news  facing  rural  com- 
munities, but  those  are  the  four  basic  options,  and  they  are,  there 
is  only  so  many  ways  out  of  the  box.  Now,  the  first  tliree  options 
require  some  investment  of  time  and  money  with  no  guarantee  of 
success.  An  evaluation  of  community  strengths,  weaknesses,  oppor- 
tunities and  threats,  can  assist  in  this  decisionmaking  process,  and 
the  option  selected  by  each  community  depends  cn  the  local  re- 
sources, opportunities,  leadership,  and  the  values  of  the  community 
mvolved.  There  will  be  some  gainers  and  some  losers  as  this  re- 
source allocation  occurs.  Some  communities  may  be  already  beyond 
help.  However,  others  with  sound  leadership  can  turn  a  trend 
around. 

let  me  close  by  saying  that  the  instability  of  the  world  trade  and 
exchange  system  in  the  1970's  was  the  cheapest  and  the  biggest 
rural  development  program  the  midwest  had  ever  seen  in  ourNa- 
tion  s  history,  and  I  think  the  big  question  that  is  facing  us  today  is 
that  should  this  international  stability  be  allowed  to  cripple  rural 
America  during  the  1980's;  or  should  some  Government  assistance 
be  provided  to  absorb  the  adjustment  and  in  order  to  allow  a  cush- 
ion in  rural  America  to  diversify  and  give  it  a  chance  to  diversify 
rural  America's  economy. 

The  specific  programs  that  the  Government  could  consider,  one 
option  is  to,  of  course,  do  nothing  but  allow  current  policies  and 
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trends  to  continue.  The  second  approach  is  to  assist  agriculture  and 
thereby  assist  rural  communities.  The  third  approach  is  to  directly 
assist  rural  communities  in  helping  rural  communities  follow  their 
developed  economic  development  plans. 

Let  me  close  by  saying  that  I  appreciate  the  opportunity  again, 
Senator,  to  be  asked  to  testify  to  this  distinguished  group;  I  would 
like  to  point  out  that  SDSU  extension  has  programs  in  rural  devel- 
opment, agribusiness  management,  and  public  policy  as  well  as 
farm  finance,  marketing,  and  proiuction  management,  and  to  the 
best  of  our  ability  we  are  going  to  be  out  in  the  hinterland  doing 
our  job  to  best  assist  our  clientele  as  best  we  can.  And  I  certainly  , 
want  to  commend  you  for  your  attempt  to  gain  greater  visibility 
for  the  plight  of  rural  America,  and  your  struggle  to,  and  wish  you 
success  in  taking  this  viewpoint  and  this  message  back  to  Washing; 
ton.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Edelman  follows:] 
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Prepared  Statement  of  Mark  A.  Edklman 

Observations  On  The  Puture  Of  South  Dakota 
Agriculture  and  Rural  Coaununities 


Mr*  Chairman,  it  is  my  privilege  to  address  your 
distinguished  committee  on  the  profound  problems  and 
challenges  that  are  facing  South  Dakota  agriculture  and 
rural  communities.  First,  let  me  reiterate  that  my  assumed 
role  as  an  educator  is  to  assist  in  clarifying  the  problems, 
outlining  alternatives,  and  discussing  the  probable 
consequences,  of  policy  options  so  that  citizens  and  their 
leaders  have  a  more  informed  appreciation  of  the  facts  for 
public  decision-making. 

Second,  it  is  my  observation  that  our  private 
enterprise  and  '  demociatic  political  system  has  never 
guaranteed  success  to  those  who  entered  into  business. 
However,  upon  occasion  we  have  greatly  assisted  an  ailing 
city,  business,  or  sector  of  the  economy  and  our  society 
has  always  provided  an  opportunity  to  start  over. 

The  philosophical  principal  of  our  society  has  been  to 
distribute  income  according  to  ability  above  a  minimum 
level  of  basic  need.  The  debate  focuses  on  defining  the  line 
of  compromise  in  this  concept.  Ever  since  colonial  days, 
our  political  leaders  have  debated  this  issue:  "what  should 
the  government  do  for  the  people?"  and  "What  should  the 
people  do  for  themselves?" 
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Having  said  that,  let  me  divide  my  remaining  remarks 
into  three  areas:  (1)  the  nature  of  problems  faced  by  rural 
comnunities,  (2)  the  options  faced  by  rural  communities,  and 
(3)  government's  role  in  assisting  rural  communities. 

The  Rural  Community  Problem 

How  should  rural  communities,  which  are  largely 
de  pen den t  upon  agr  icul tural  cummer ce ,  ad  j  us t  to  the  i  r 
declining  farm  customer  base?  &  certain  number  of  customers 
are  required  for  a  business  or  any  other  rural  institution 
to  survive.  As  a  result,  many  rural  communities  face 
increasing  prices  and/  or  declining  local  services  as  their 
customer  population  shrinks.  This,  in  turn,  tends  to 
increase  the  cost  of  living  and/or  reduce  the  standard  of 
living  for  remaining  residents. 

Declining  farm  numbers  is  a  continuing  trend  for  South 
Dakota.  Census  Bureau  farm  numbers  peaked  at  83,303  in 
1935  and  declined  to  37,148  in  1982.  The  statewide  net 
decline  in  farm  numbers  between  1978  and  1982  was  398  farms 
per  year  or  1.0%  per  year  according  to  the  1982  Ag.  Census. 

As  is  true  for  many  states  a  dual  trend  is  emerging  in 
farm  numbers.  Numbers  of  farm  exceeding  1,000  acres  in  size 
have  increased  as  have  numbers  of  farms  that  have  less  than 
140  acres.  The  major  decline  in  farm  numbers  has  occurred 
in  the  medium  size  farm  group. 

Farm  numbers  are  expected  to  continue  to  decline,  the 
question  is:  "How  fast?"  A  1983  analysis  by  Professor 
Janssen  and  myself  at  SDSU  projected  less  than  30,000  farms 
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by  the  year  2,000  simply  based  on  the  current  age 
distribution  of  our  faraets  and  ranchers.  We  simply  have 
about  twice  as  many  that  wilJ  exiting  due  •  to  age  as  we  have 
had  entering  the  industry  in  our  state* 

The  rate  of  decline  in  farm  numbers  is  no  "doubt 
affected  by  the  current  financial  stress  in  agriculture. 
Last  week,  SDSU  Professor  Senates ing  and  I  released  a  survey 
of  agricultural  finance  conditions  as  viewed  by  S3  %  of  the 
346  South  Dakota  agricultural  lenders  in  November  1984,  The 
lenders  indicated  their  customers'  financial  position  as 
follows:  14.3%  superior  23,1%  good,  38-5%  average,  16,0% 
weak,  and  8.1%  inferior.  Tn  addition,  46.9  %  of  the 
lenders'  farm  customers  had  increased  their  total  debt 
during  the  past  year.  Total  debt  stayed  the  same  for  34.2% 
and  declined  for  18.9%. 

While  the  net  impact  of  financial  stress  is  to 
accelerate  the*  rate  of  decline,  it  must  be  said  that  lower 
machinery  and  land  prices  are  providing  opportunities  for 
some  new  entrants  into  agriculture. 

Rural  Community  Options 

Rural  community  decision-makers  that  are  faced  with 
declining  farm  numbers  have  four  basic  community  options: 

Option  1.  Attempt  to  diversify  the  regional  economy 
into  basic  industries  that  do  not  depend  upon  the  number  of 
farms  in  the  area;  Postering  home  grown,  as  well  as  outside 
industry,  might  provide  local  stability  in  employment  and 
income. 
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Option  2.  Attempt  to  txpand  the  trade  area  to  stabilise 
tht  economy;  Knowing  your  customer  area,  market  share 
penitration,  and  customer  behavior  patterns  can  assist  in 
adjusting  the  local  goods  and  service  mix* 

Option  3.  Consolidate  to  maintain  maximum  services;  In 
a  recent  meeting,  a  board  of  director  member  of  a  business 
said  that  he  would  rather  take  his  firm  under  bankruptcy 
than  to  consider  partial  consolidation  or  merger  with  a 
competitor.  The  point  is  that  voluntary  consolidation  of 
functions  and  services,  in  the* private  as  well  as  public 
sector ,  can  in  many  cases  be  mutually  beneficial  to  both 
firms  and  might  maintain  more  local  services  than 
continued  competition  and  involuntary  consolidation. 

Option  4.  Do  nothing  except  decline  economically  as 
farm  numbers  and  the  population  base  decline. 

The  first'three  options  require  investment  of  time  and 
money  with  no  guarantee  of  success.  An  evaluation  of 
community  strengths,'  weaknesses,  opportunities,  and  threats 
can  assist  in  this  decision-making  process.  The  option 
selected  may  vary  depending  on  the  resources,  opportunities, 
leadership,  and  values  of  the  community  involved. 

There  will  be  economic  gainers  and  losers  as  a  result 
of  the  current  financial  stress  in  agriculture.  Some 
communities  are  beyond  help,,  due  to  lack  of  resources  and 
opportunity.  Others  may  simply  lack  leadership.  As  a  result,  . 
some  communities  may  remain  economically  viable,,  only  if 
community  leaders  actively    address  the  present  situation.  .. 
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What  Can  Government  Do  To  Assist 
Agriculture  And  Rural  Communities?. 

First,  th*rt>  is  r.i  question  chat  government  has  a  role 
to  play  in  setting  our  monetary  policy  so  as  to  promote  long 
run  price  stability  and  low  inflation.  Agriculture  and  rural 
communities  benefit  from  stable  prices  just  as  other  sectors 
of  the  economy. 

Second,  moving  tovard  a  balanced  budget  could  possibly 
reduce  interest  rates  and  reduce  the  exchange  value  of  the 
dollar  which  would  tend  to  stimulate  exports  and  reduce 
imports  for  agriculture.  However,  reducing  the  federal 
budget  deficit  may  not  reduce  the  value  of  the  dollar  as 
much  as  some  in  agriculture  may  hope.  As  long  as  we  continue 
to  fight  inflation  during  the  1980's,  interest  rates  must 
retain  above  the  inflation  rate.  Assuming  all  else  constant, 
thid  implies  that  we  are  likely  to  see  a  higher  valued 
dollar  than  we  experience  during  the  inflationary  1970*. 

Third,  the  government  must  decide  its  future  role  in 
farm  policy  during  1985.  We  cannot  expect  to  maintain  a 
constant  share  in  world  commodity  markets  with  high  price 
supports  on  top  of  a  strong  dollar.  Carg All's  recent 
Argentine  wheat  import  caper  demonstrated  that.- 

Tt  is  true  that  the  largest  factor  pricing  us  out  of 
the  world  market  has  been  the  rise  in  the  value  of  the 
dollar*  However,  if  the  value  the  dollar  does  not  decline, 
we  must  consider  lowering  supports  if  we  want  to  improve  our 
competitive  position  in  world  trade. 
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On  the  other  hand,  rapid  movement  toward  market 
oriented  policy  will  result  in  more  farm  failures  in  the 
short  run  and  larger  adjustments  for  rural  communities. 

The  instability  of  the  world  trade  and  exchange  system 
in  the  1970*8,  was  the  cheapest  and  biggest  rural 
development  program  the  midwest  had  ever  seen  in  our 
nation's  history.  The  question  is  should  this  international 
instability  be  allowed  to  cripple  rural  America  in  the 
1980*3.  Or  should  some  government  assistance  be  provided  to 
absorb  the  adjustment  and  diversify  rural  America* s  economy. 

What  specific  programs  could  the  government  adopt  to 
assist  rural  communities?  One  approach  is  to  do  nothing.  A 
second  approach  is  to  assist  financially  stressed  producers- 
in  order  to  slow  the  adjustment  process.  Third  is  to  assist 
rural  communities  in  implementing  their  economic  development 
plans.    Let's  take  a  closer  look  at  the  last  two  options. 


Option  1.  Let  present  trends  and  uncertainties  in  world 
production,  trade,  exchange,  and  government  policy  determine 
the  income  of  individual  farmers  and  ranchers  based  on  their 
luck  and  ability  to  cope  with  their  environment.  Let  those 
who  do  not  succeed,  rely  on  their  own  resources,  churches, 
private  charities,  community  resources,  and  current 
government  programs  to  start  over. 

Option  2.  Government  helps  financially  stressed  farmers 
to    stay    in    business    through    targeted    direct  financial 
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assistance,  self-help  risk  reduction  programs,  and/or 
marketing  and  financial  management  training.  For  example, 
the  SDSD  Ag  Lender  Survey  indicated  that  over  half  of  their 
farm  customers'  records  were  inadequated  for  financial 
planning  purposes. 

Option  3.  Government  assists  financially  stressed 
farmers  to  start  over  by  assisting  in  the  provision  of  off* 
farm  employment  opportunities,  targeted  financial  assistance 
to  provide  for  minimum  basic  needs,  and/or  targeted 
educational  and  training  assistance  programs  geared  to 
new  skills  or  starting  another  business  in  the  region. 


Option  1.  Let  local  resources  and  present  trends  in 
economic  forces  determine  growth  and  decline  of  communities* 

Option  2.  Government  provides  aid  targeted  to  all  rural 
communities  in  a  comparable  fashion  to  unban  programs. 

Option  3.  Government  targets  aid  to  rural  communities 
under  severe  stress  in  agriculture. 

Option  4.  Government  assists  rural  regions  in 
developing  and  implementing  economic  revitalizition  plans. 

In  conclusion,  T  hope  that  T  have  stimulated  some 
thoughts  on  the  challenges  ahead.  Certainly  SDSl'  Extension 
programs  in  rural  development,  agribusiness  management, 
and  public  policy,    as  well  as  farm  finance,    marketing,  and 
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agricultural  production  management/  can  assist  in  making 
the  tough  decisions  facing  many  agricultural  producers  and 
rural  communities  under  financial  stress.  Tn  particular, 
SDSO  Economist  Tom  Dobbs  has  discussed  local  development 
options  with  many  local  development  groups-  across  the  *tate. 
The  SDSO  Agricultural  Experiment  Station  and  Census  Data 
Center  can  provide  relevant  local  information  for  developing 
action  oriented  pljns  in  many  of  the  areas  suggested  by  your 
rural  initiative. 

in  closing,  T  certainly  want  to  commend  you  Senator 
for  your  attempt  to  gain  greater  visability  for  the  plight 
of  rural  America.  Your  rural  agenda  is  broad  and  complete. 
T  wish  you  best  success  in  taking  the  message  to  Washington. 

Senator  Abdnor.  Thank  you,  Mark,  for  those  very  fine  com* 
ments.  I  know  yon  are  doing  all  you  can  to  help  get  the  economic 
conditions  in  this  part  of  the  country  turned  around.  Again,  this  is 
the  kind  of  statement  we  need  when  we  go  back  to  Washington  to 
tell  people  the  way  it  really  is  out  in  rural  America.  For  some 
reason  some  of  our  city  cousins  and  some  of  our  biggest  economists 
don't  seem  to  realize  there  is  a  difference  between  the  conditions 
out  in  rural  America  and  the  urban  areas.  Our  next  witness  is  a 
gentleman  from  the  University  of  South  Dakota  who  has  done  con* 
siderable  work  in  Government  research.  He  is  going  to  share  with 
us  his  observations  of  South  Dakota  from  a  public  policy  point  of 
view,  because  we  are  interested  in  this  area  and  we  are  doing  well 
It  is  Russell  Smith.  Russell  we  are  very  happy  to  have  you  here 
today  to  give  us  your  thoughts. 

STATEMENT  OF  RUSSELL  L.  SMITH,  DIRECTOR,  GOVERNMENTAL 
RESEARCH  BUREAU,  UNIVERSITY  OF  SOUTH  DAKOTA 

Mr.  Smith.  Thank  you  very  much,  Senator.  Let  me  say  it  is 
always  amazing  and  heart  warming  to  see  the  interest  that  South 
Dakotans  have  in  their  State  and  local  governments.  I  think  the 
turnout  at  the  meeting  today  is  indicative  of  that  interest  Before  I 
make  my  remarks  I  do  want  to  congratulate  Senator  Abdnor  and 
his  committee  on  their  ambitious  program  and  their  ambitious 
hearing  schedule  for  the  coming  12  to  18  months.  I  think  the 
future  of  rural  America,  the  future  of  rural  South  Dakota  depends 
very  much  upon  the  findings  of  your  committee  and  their  recom- 
mendations. 

I  will  keep  my  comments  brief  as  I  was  instructed  to  do.  I  do 
have  a  prepared  statement  which  I  will  submit,  and  I  would  be 
happy  to  provide  copies  to  people  who  would  like  the  prepared 
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statement  if  you  will  give  me  your  name.  As  a  political  scientist 
and  a  person  who  is  in  a  position  at  the  university  where  I  am  con- 
cerned with  public  policy  processes,  and  governmental  structure 
for  dealing  with  policy  processes,  I  am  interested  in  how  the  rxrm 
economy  changes  in  South  Dakota  as  rural  economy  is  impacting 
our  local  government  systems. 

As  the  economy  of  rural  America  changes,  as  the  economy  of 
rural  South  Dakota  changes,  there  will  be,  there  have  been  popula- 
tion and  resource  base  changes.  These  bring  new  problems  and  new 
opportunities.  It  is  important  to  look  at  ana  try  to  assess  the  extent 
to  which  our  local  governments  are  facilitating  and  making  adapt- 
ive responses  to  this  new  environment.  These  governments  can  fa- 
cilitate by  trimming  back,  by  shedding  old  functions  that  are  no 
longer  needed,  and  by  taking  on  new  functions  in  different  forms. 
Likewise  these  local  governments  can  hinder  this  process  of  adapt- 
ive response  by  doing  nothing. 

To  stimulate  my  own  thinking  about  this  area,  and  to  stimulate 
dialog  with  regard  to  local  government  functions  and  changes  to  a 
changing  rural  South  Dakota  economy,  I  have  started  looking  at 
how  the  rural  economy  effects  local  government,  and  I  have  also 
tried  to  start  beginning  a  process  of  identifying  the  types  of  re- 
sponses that  local  governments  might  take.  My  research  is  in 
progress.  My  comments  are  tentative,  there  is  a  great  deal  of  work 
I  want  to  do.  There  are  a  great  number  of  people  I  want  to  talk 
with.  I  do  want  to  make  four  points  though. 

As  Mark  has  indicated,  the  number  of  farms  is  declining  in  the 
State  and  will  in  all  likelihood  continue  to  decline.  It  is  important 
to  realize  that  traditionally  the  rate  of  decline  in  farm  numbers  in 
South  Dakota  has  been  slower  than  the  national  average.  More  re- 
cently, since  1977,  the  decline  has  speeded  up,  has  sped  up.  While 
we  don't  have  good  information,  based  upon  what  Mark  and  his 
colleagues  are  finding  at  SDSU  through  their  survey  work,  the  de- 
cline is  in  all  likelihood  continuing  to  accelerate  as  the  farm  econo- 
my undergoes  additional  stress. 

It  is  also  important  to  understand  the  number  of  South  Dakota 
farmers  who  rely  upon  agriculture  as  their  primary  occupation  is 
extremely  high.  It  is  still  around  80  percent.  This  is  higher  than 
the  national  average  which  I  believe  is  what,  around  60,  or  51, 
slightly  over  50  percent  I  believe.  While  we  rely  upon  fanning 
more  so  than  other  States  on  the  average  for  our  occupations,  pri- 
mary occupation  and  earnings,  our  reliance  is  declining  at  a  rate 
faster  than  the  national  average.  To  me  these  trends  indicate  a 
worsening  farm  economy  in  the  State.  These  trends  indicate  signifi- 
cant impacts  in  the  future  of  our  rural  communities. 

I  have  tried  to  look  at  the  relationship  between  farm  decline  and 
community  and  county  population  decline,  and  there  is  a  signifi- 
cant substantial  relationship  between  the  two.  As  farms  decline, 
county  population  declines.  The  primary  exception  to  this  is  those 
counties  with  an  urban  community  over  2,500  population,  and 
there  are  21  counties  in  that  category*  Those  counties  are  able  to 
fend  off  population  declines  that  result  from  the  decline  in  farm 
numbers.  Counties  with  no  urban  center  are  not  able  to  counter 
the  decline  in  farms.  They  lose  population. 
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Our  small  towns  are  also  losing  population  as  the  farm  numbers 
decline.  Towns  of  fewer  than  2,500,  regardless  of  whether  they  are 
in  a  county  with  an  urban  center  or  not,  have  lost  population  since 
1960.  Towns  under  500  are  in  the  worst  stress  or  all,  roughly 
around  70  percent  of  those  communities  having  lost  population 
sincel960. 

It  is  also  important  I  think  to  keep  in  mind  not  only  that  as 
farms  decline,  counties  and  their  communities  decline,  but  we  have 
another  problem  in  this  State.  It  is  not  just  the  problenuof  decline, 
it  is  a  problem  of  small  size.  The  majority  of  our  counties  lost  popu- 
lation from  1960  to  1980;  75  percent  of  our  counties  today  have 
fewer  than  10,000  people  m  them,  and  a  third  of  our  counties  have 
fewer  than  5,000  residents.  The  problem  of  small  size  makes  for  rel- 
atively inefficient  governmental  service  delivery. 

South  Dakota  has  long  been  regarded  as  one  of  the  most  over- 
governed  States  at  the  local  level  m  the  country.  In  the  1960's  we 
shared  the  distinction  or  we  had  the  distinction,  we  didn't  share  it, 
we  had  the  distinction  of  having  the  most  local  governmental  units 
per  person  or  per  1,000  people  of  any  State  in  the  country.  Today 
we  are  number  17.  We  have  a  double  problem,  a  problem  of  a  large 
number  of  governmental  units,  and  those  numbers  are  static  even 
though  population  is  declining,  and  our  governmental  units  are  rel- 
atively inefficient  in  delivering  services. 

The  burden,  the  financial  purden  of  local  government  in  this 
State  for  many  years  was  greater  than  the  national  average.  If  you 
look  at  the  proportion  of  the  personal  income  going  to  local  Gov- 
ernment services  in  this  State,  in  1967  I  believe  it  was  around  105 
percent  of  tne  national  average.  Today  it  is  below  that  national  av- 
erage, but  State  government  in  South  Dakota  has  picked  up  much 
of  that  local  financial  burden.  Local  government's  revenues  in  this 
State  in  1982,  around  22  percent  of  those  revenues  were  derived 
from  State  aid.  So  if  we  look  at  State  and  local  government  finan- 
cial burdens  in  this  State  we  see  that  we  pay  relative  to  the  rest  of 
the  country,  around  105  percent  of  the  national  average  in  terms  of 
personal  income.  Well,  what  I  see  is  an  extraordinarily  large 
number  of  governmental  units  that  are  small  and  they  are  relative- 
ly inefficient. 

What  can  we  do  about  it?  There  are  two  primary  strategies  I 
think  that  I  see  from  a  governmental  perspective.  One  is  to  pro- 
mote structural  change.  Multicounty  consolidation,  city/county 
consolidation  in  some  cases.  Some  of  our  smaller  communities  may 
want  to  think  about  disincorporation.  We  may  have  to  also  think 
about  and  should  think  about  transfer  of  functions  from  the  coun- 
ties to  the  State,  and  from  cities  to  counties.  The  record  at  the  na- 
tional level  and  in  South  Dakota  is  not  very  optimistic  with  regard 
to  structural  change. 

We  like  our  small  governmental  units,  we  feel  closer  to  them,  we 
feel  that  they  are  more  accessible,  we  also  link  large  size  with 
higher  taxes.  I  think  that  is  a  false  assumption,  but  most  of  us 
share  that  assumption.  I  don't  think  we  will  see  a  great  deal  of  ini- 
tiative from  local  governments  and  their  citizens.  I  think  what  we 
probably  will  be  looking  at  is  State  leadership  in  this  area.  I  am 
not  sure  where  that  leadership  will  come  from  or  in  what  form  it 
might  come. 
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The  second  option  is  what  I  guess  I  would  call  local  self-help,  afc* 
in  that  category  I  include  strategies  such  as  cooperative  regional 
service  delivery,  alternative  revenue  raising  mechanisms,  and  regu- 
latory changes  that  reduce  the  demand  for  Government  services.  I 
also  think  that  we  need  to  think,  pay  more  attention  to  the  in- 
creased use  of  volunteers.  Volunteerism  has  been  the  backbone  of 
local  government  in  this  country  for  years,  and  I  think  we  need  to 
renew  attention  to  that. 

In  responding  to  the  need  for  change  in  local  government  sys- 
tems, I  think  we  have  to  place  the  greatest  burden  at  the  State  and 
local  level.  There  is  not  a  great  deal  the  Federal  Government  can 
do  to  aid  this  process.  There  are  three  things,  though,  that  I  would 
offer  at  this  point  First  I  think  the  Federal  Government  can  con- 
tinue to  strengthen  the  roll  of  State  governments  as  policymakers 
in  this  country.  That  has  been  underway  for  several  years.  I  would 
like  to  see  it  continue.  Block  grants  have  put  States  in  the  driver's 
seat,  so  to  speak,  and  have  reversed  the  several  decade  process  of 
national  local  linkages. 

Now  the  national  government  is  focusing  more  on  States  and  re- 
storing them  to  their  position  of  influence  over  local  governments. 
So  block  grants  can  continue  to  strengthen  States.  It  can  continue 
to  help  them  be  leaders  in  addressing  State  problems.  State  and 
local  problems.  Second,  the  Federal  Government  I  think  can  best 
aid  rural  areas,  and  let's  face  it,  the  best  policy  for  most  rural  citi- 
zens and  for  those  communities  and  counties  that  are  threatened 
with  population  decline,  because  of  the  decline  in  farms,  the  best 
policy  for  those  people  and  those  communities  and  counties  is  in  a 
agricultural  policy  that  restores  profitability  to  the  farm  sector. 

Finally,  as  these  communities  undergo  adjustment  and  adapt  to 
these  changes,  the  Federal  Government  can  continue  to  provide 
training  and  other  rural  development  programs  and  resources  that 
can  help  all  of  us.  All  too  often,  however,  these  programs  are  not 
targeted  adequately,  and  this  is  in  large  part  a  function  of  the  fact 
that  we  know  all  too  little  about  what  is  going  on  in  rural  America. 
As  we  have,  as  rural  America  has  been  lowered  in  terms  of  its  im- 
portance, our  data  gathering  and  information  has  also  been  re- 
duced, Thank  you  very  much  Senator  for  the  opportunity  to  pro- 
vide these  comments. 

[The  prepared  statement  of  Mr.  Smith  follows:] 
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Prspaakd  Statmxnt  or  Russxll  L,  Sioth 
"Adapting  Local  Government  to  A  Changing  ftiral  South  Dtfota" 

Introduction 

Since  the  early  19701*  Identification  of  the  reversal  of  the  long-standing 
pattern  of  rural-to-oetropolltan  migration,  much  attention  baa  been  focused  on 
the  status  and  condition  of  nonaetropolitan  Anerlca.  This  renewed  Interest  was 
welcomed  by  rural  observers,  residents*  and  elected  officials  alike.  As  a 
result  of  this  attention,  however,  there  has  been  a  good  deal  of  "blurring*  of 
rural  issues .  For  example,  ouch  of  the  recent  writing  on  nonaetropolitan  oca* 
nmity  government  and  develcpnent  focuses  on  the  nature  and  manageaent  of  growth 
in  oil  and  coal  "boantowns,"  retirement  and  recreation  centers,  and  rural  places 
(ccraunities  with  fewer  than  2,500  people)  within  or  adjacent  to  svtropolltan 
areas.   Issues  of  planning  for  growth,  developing  public  service  delivery  systems, 
local  government  management  and  decision  making  capacity,  and  nswcoaer-oldtlmer 
conflicts  are  treated  as  among  the  most  critical  topics.  While  such  topics  are 
Important,  they  are  moat  relevant  for  case rrt ties  in  the  South,  Southwest,  and 
west,  where  growth  is  meet  likely  to  be  sustained  in  nonaetropolitan  areas. 

There  Is,  however,  another  type  of  nonaetropolitan  "cominity*— the  rural 
county  with  no  towns  over  2,500  population,  and  suniclpalitiea  of  fewer  than 
2,500  residents—the  Census  Bureaus  generally  accepted  dividing  line  between 
"rural"  and  "urban?  cmnmltles.  These  ccasjnitles  have  been,  and  will  in  all 
likelihood,  continue  to  decline  in  both  population  and  resources.  This  paper 
focuses  on  these  c  annuities  and  their  local  gowrnaants  in  South  Dakota*  The 
long-term  trend  of  decline  In  the  family-farm  in  this  state  is  not  likely  to  - 
be  halted.  The  consequences  of  this  decline  are  enormous,  particularly  for 
the  hundreds  of  rural  South  Dakota  comstLtles  and  their  counties  which  were  es- 
tablished during  the  banner  years  of  agriculture  in  this  state.  The  local  ©wem- 
nent  "carry  ng  capacity"  of  South  Dakota  is  diminishing.  At  the  same  tine  the 
local  government  carrying  capacity  of  South  Dakota  is  being  eroded,  the  structure 
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of  local  goverrnent  Is  changing  all  vo  little.  New  and  innovative  response* 
to  changing  rural  ccraunity  contexts  la  needed  In  South  Dakota  and  should  be 
seen  as  a  vital  part  of  any  rural  development  strategy.  Ukewise,  new  efforts 
to  help  existing  and  emerging  South  Dakota  "growth  centers"  need  to  be  undertaken. 

After  reviewing  the  linkages  between  farms  and  comuiltlee,  the  paper 
evaluates  the  "carrying-capacity"  of  the  state  for  local  government.   This  capacity 
is  contrasted  with  the  current  system  of  local  government.  The  divergence  of 
carrying-capacity  and  the  current  local  government  "load"  argue  for  a  renewed 
look  at  options  for  change.  Ihe  final  section  of  the  paper  presents  acme  courses 
of  action  for  the  future. 

fturKJocnunlty  Linkages 

Farms  are  a  diverse  group  —  they  differ  by  acreage;  nature  of  the 
agricultural  enterprise;  who  controls  resources  and  maket  operating  decisions; 
who  does  the  work;  and  what  the  goals  and  aspirations  of  the  farm  and  Its  operators 
are  (Larson,  1931).   These  features,  as  well  as  the  total  nuaber  of  farms  In  an 
area,  play  a  crucial  role  In  structuring  the  nature  and  welfare  of  rural  non- 
metropolitan  ccmmities  and  their  surrounding  countryside.1  This  section  profiles 
the  linkages  between  farms  and  rural  ccnnunities.   A  grasp  of  farm-connunity 
relationships  will  help  place  the  population  and  economic  erosion  of  much  of 
South  Dakota  In  proper  perspective. 

Sane  Numbers 

A  good  place  to  start  is  by  looking  at  the  economic  Importance  of  farms  for 
rural  communities  In  America.   Farming,  to  no  one's  surprise,  Is  big  business  for 
such  communities.    Underscoring  this  notion  if  the  fact  that  the  share  of  farm 
Income  used  to  purchase  farm  Inputs  has  increased  over  time.   In  1977,  for  example, 


*In  a  related  sense,  the  services  and  economic  and  social  opportunities  found 
In  rural  communities  affect  the  life  01  rural  farm  people,  although  this  la  not  the 
primary  focus  of  this  paper. 
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90  percent  of  America's  $99  billion  cash  inccme  from  fanning  was  spent  for  farm 
production  purposes  (ESC5,  1979:31)*  This  translates  Into  an  average  expenditure 
of  $32,807  per  farm  for  production  Inputs.  After  farm  expenses  were  paid  out,  a 
net  Income  of  $19*8  billion  remained  from  farming  operations  In  1977  (E9CS,  1979)* 
This  Includes  $8.5  billion  of  non-money  incone  ($7.2  billion  for  the  rental  value 
of  farm  dwellings,  plus  allowances  for  the  value  of  farm  products  consumed  by 
farm  households).  Net  farm  Income  per  farm  In  1977  was  $3,800. 

Income  from  off-farm  jobs  held  by  farm  operators  and  their  family  members, 
as  well  as  from  other  non-farm  sources,  added  $31*9  billion  In  Income.  This 
resulted  In  an  average  Income  of  $18,692  for  farm  operator  families.  Included 
In  this  total  are  $11,781  from  non-farm  sources,  $3,791  In  net  cash  Income  from 
the  farm  and  $3,120  In  non-raoney  Income  (ESCS,  1979:32,  39,  59)* 

While  firm  operators  and  members  of  their  families  are  generally  viewed  by 
the  non-farming  population  as  comprising  the  farm  workforce,  almost  one-third  of 
farm  labor  la  drawn  from  non-family  .members.  The  number  of  persons  hired  In  1977 
totaled  almost  2.4  million,  and  they  completed  254  million  man-days  of  farm  work. 
Perhaps  most  Important  is  that  the  bulk  cf  these  workers  are  drawn  from  the  local 
cccmmity  and  area  — •  only  7  percent  traveled  overnight  from  their  usual  place 
of  residence  (Ftawe,  1979:8),   Almost  80  percent  of  these  workers  lived  off  the 
farm,  cuipa^ed  with  35  percent  In  the  1940' s. 

Farms  and  Oonnmltles 

The  past  four  decades  have  brought  a  declining  number  of  farms.   'JMa  has 
led  to  fewer  opportunities  to  enter  farming  as  either  an  owner  or  a  tenant,  and 
it  has  led  to  a  thinning  out  of  the  farm  population  —  the  farm  population  has 
become  leas  dense  as  the  average  acreage  per  farm  in  the  U.S.  rose  from  175  In 
1940  to  440  In  1982.   While  the  rural  ccranunity  effects  of  such  a  change  seem 
easy  to  envision,  the  impacts  are  not  uniformly  one  of  decline.  Factors  such  as 
the  availability  of  non-farm  job  opportunities  in  the  area  or  ccmunity  for  the 
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displaced  farm  population,  the  level  of  gross  and  net  form  income  lor  those 
remaining  in  farming,  the  relative  importance  of  farming  in  the  community's 
economy  and  population,  and  net  migration  into  and  out  of  the  ccnramity  can 
reduce  negative  impacts  of  structural  changes  in  agriculture. 

In  general,  the  proportion  of  workers  engaged  in  agriculture  in  an  area  is 
related  to  out -migration  patterns;  the  higher  the  agricultural  workforce  the 
higher  the  net  out-migration  (Bowles,  et  al.,  1977:225-239).   Par  example,  in 
the  North  Central  Census  region  —  the  region  containing  South  Dakota  —  counties 
with  50  percent  or  more  of  their  workers  in  agriculture  in  i960  had  a  net  out- 
migration  between  1960-1970  of  19  percent  of  total  popualtion,  and  66  percent 
of  males  between  the  ages  of  20  and  2k.   Counties  with  less  than  10  percent 
employed  in  agriculture  had  virtually  no  loss  through  net  migration  for  total 
population,  and  only  6  percent  for  males,  aged  20-24  (Bowles,  et  al.,  1977). 

Typically,  this  net  out-migration  is  reflected  in  a  loss  of  total  population. 
Beale  (1976)  found  that  counties  with  30  percent  or  mare  of  the  workforce  employed 
in  agriculture  had  an  arerage  10.7  percent  loss  of  population.   In  this  regard, 
It  is  particularly  noteworthy  that  the  smaller  towns  were  the  ones  most  likely 
to  be  negatively  affected  where  out-mlgration  resulted  in  population  loss.  In 
the  North  Central  states,  towns  with  a  population  of  lees  than  500  were  less 
likely  to  have  a  stable  or  growing  population  than  were  nonmetropolitan  towns 
with  mare  thon  500  residents  (Beale,  197^:5-7). 

As  the  number  of  farms  declines,  and  as  the  size  of  farms  increases,  the 
number  of  farms  tributary  to  a  given  ccnminlty  shopping  and  trading  center 
typically  declines.   This,  In  turn,  generally  reduces  the  volume  of  demand  far 
goods  and  services  supplied  by  the  conmmity,  thus  reducing  local  employment 
opportunities  and  revenues  which  are  tied  to  the  local  consumer  sector.  Additional 
ccrmuiity  population  decline  has  been  found  to  be  associated  with  these  changes 
(Larson,  1981).  Such  changes  in  trading  areas  den't  always  show  up  quickly, 
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however.   Initial  farm  declines  In  Nebraska  didn't  translate  into  business  declines 
In  tows;  new  tributary  areas  and  shopping  patterns  emerged.   Over  time,  however 
(ten  years),  population  declines  translated  Into  snail  city  trade  declines  as 
larger  towns  Increased  their  market  area. 

While  the  non-farm  enployment  multipliers  provided  by  farm  enployment  are 
subject  to  controversy  (as  In  other  sectors),  in  North  Dakota,  a  loss  of  3,700 
on-the-farra  workers  associated  with  farm  enlargement  and  reorganization  produced 
a  5,722  decline  In  non-farm  employment  (Schrelner,  1972:341).   Changes  In  farm 
3ize  and  structure  can  also  affect  the  class  and  occupational  structure  of 
ccranunities  since  large  farms  are  more  dependent  upon  hired  labor. 

Studies  have  also  found  that  a  predominance  of  small  farms  In  an  area  leads 
to  greater  Income  generation  In  small  communities.   While  the  net  Income  of  the 
families  operating  these  small  farms  Is  lower  (Larson,  1981:162),  the  farmers 
owning  large-scale  farms  are  more  likely  to  shop  away  from  their  hometown.  This 
typically  results  In  reduced  selection  offered  by  merchants  to  remaining  cus- 
tomers (Nearlth,  1963:178). 

Changes  In  lard  ownership  and  control  of  resources  and  decisions  also  Impact 
ccramnities.   Area3  of  high  farm  tenancy  have  been  found  to  be  different  Iran 
areas  of  high  ownership,  even  when  factors  such  as  the  life  cycle  of  the  farm 
family  were  controlled  for.   Larson,  for  example,  notes  that  as  tenancy  Increases, 
the  social  organization  (e.g.,  voluntary  group  membership)  of  camunities  tends 
to  be  weaker  and  less  progressive  (1981:163).   Rodefeld  analyzed  the  Impact  of 
farm  structure  on  a  variety  of  ccmmnity  facets.  Family  farms  —  farms  owned  by 
the  operator  —  were  found  to  have  the  highest  levels  of  Job  and  residential 
stability  of  workers,  the  highest  average  net  family  Income,  the.  largest  average 
net  worth,  the  greatest  Involvement  in  ccnrunity  voluntary  associations,  the 
largest  contributions  to  churches  and  the  highest  voting  turnout  In  local 
elections  (1978:159-177).   Industrial  farms  -  farms  with  low  levels  of  land 
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ownership  and  labor  provided  by  the  manager  (who  may  be  hired  or  be  a  renter)  — 
performed  the  lowest  on  the  above  dimensions.   The  family  farm  purchased  a  higher 
percentage  of  goods  locally,  when  available.   Corporate  or  industrial-type  farms 
have  been  found  to  purchase  fewer  Inputs  from  local  sources,  and  be  less  likely  to 
rely  on  local  financial  Institutions  (Rodefeld,  1978:205-216). 

As  can  be  seen,  the  links  between  farms  and  rural  conmunities  are  numerous. 
At  the  turn  of  the  twentieth  century,  hundreds  of  small  towis  were  established 
through  this  nation's  farmland.   The  growth  of  agriculture  provided  the  fuel 
for  ccnrunity  growth.  Today,  the  decline  of  the  family  farm  —  the  primary 
agricultural  operation  in  the  United  States  and  South  Dakota  —  is  contributing 
to  the  decline  of  rural  towns  throughout  nonraetropolitan  America.  Ihe  magnitude 
of  the  Impact  of  the  declining  farm  economy  upon  rural  nonoetropolitan  ccraomities 
will  vary,  however.    The  dependence  of  the  community  and  area  economy  upon 
agriculture,  the  availability  of  alternative  Jobs  for  the  displaced  farm  population, 
and  the  level  of  farm  Income  for  those  remaining  In  farming  are  Important  In  this 
regard.  Particularly  devastating  are  population  decline  and  net  out -migration, 
particularly  among  the  young  adult  generation  —  the  group  which  provides  the 
future  leadership  for  conraunities  needing  to  make  difficult  choices.   In  the  next 
section,  some  of  the  conrunity  dimensions  of  the  declining  farm  economy  In  South 
Dakota  are  highlighted.   Of  particular  Interst  is  the  current  local  government 
"carrying-capacity"  of  South  Dakota.    It  is  through  the  carrying-capacity  notion 
that  the  need  for  innovative  action  with  regard  to  local  government  can  be  most 
clearly  seen. 

Changing  Comnunlty  Contexts  In  South  Dakota 

A  Changing  Agricultural  Context 

As  with  tl»  nation,  the  number  of  farms  In  South  Dakota  has  been  In  steady 
decline  since  the  1930!s.   In  1935  —  the  peak  year  for  the  number  of  farms  In 
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the  state  —  there  were  83,303  farms.   Since  then,  the  number  of  farms  has 
declined  by  46,155  to  37,148  In  1982  (Bureau  of  the  Census,  1982:1).   It  la  * 
Interesting  to  note,  however,  that  the  rate  of  farm  decline  has  usually  been 
slower  In  South  Dakota  than  In  the  ivst  of  the  country.   Ftar  example,  between 
1950  and  1982,  the  total  number  of  farno  In  the  U.S.  declined  by  58.4  percent, 
while  In  South  Dakota  the  decline  was  44.1  percent  during  the  same  time  period. 
More  recently,  the  loss  of  farms  In  South  Dakota  has  been  above  the  U.S. 
average.    IXirlng  the  1974  to  1982  period,  the  number  of  farms  declined  by  13.2 
percent  In  South  Dakota  (42,825  In  1974  to  37,148  In  1982)  and  3.2  percent  for 
the  U.S.  as  a  whole  (Bureau  of  the  Census,  1982:1). 

Declining  farm  numbers  have  led  to  Increased  farm  acreage  In  South  Dakota. 
From  just  over  445  acres  In  1935,  the  average  size  of  South  Efckota  farms  rose 
to  1,17?  acres  In  1982  (Bureau  of  the  Census,  1982:1).  The  tenure  of  farm 
operators  In  South  Dakota  has  remained  fairly  constant  In  recent  years.  Par 
both  1974  and  1982,  for  example,  roughly  40  percent  (41  percent  In  1974  and 
40  percent  In  1982)  of  all  farms  were  operated  by  the  full  owner.   For  these 
same  two  years  —  1974  and  1982  —  14.8  percent  and  16  percent  of  the  farms  were 
operated  by  tenants  (Bureau  of  the  Census,  1982:1).    Just  over  87  percent  of 
South  Dakota's  farms  were  of  a  family  organization  In  1932,  and  only  2.4  percent 
were  operated  by  a  corporation.  The  number  of  farms  where  the  operator's 
principal  occupation  is  farming  has  renalned  about  80  percent  (81.4  percent 
In  1982).    However,  while  the  proportion  of  South  Dakota  farm  operators  who 
rely  on  famine  as  their  primary  occupation  lias  always  been  much  higher  than 
the  U.S.  average,  the  stated  decline  lias  exceeded  that  of  the  U.S.  In  recent 
years.   For  example,  between  1974  and  1982,  the  number  of  farm  operators  relying 
on  farming  as  their  principal  occupation  declined  by  17.8  percent  In  South 
Dakota,  but  only  13.5  percent  for  the  U.S.  as  a  whole. 

Although  not  exhaustive  In  any  sense  of  the  word,  this  brief  picture  of 
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South  Dakota  agriculture  contains  mixed  signals,  while  the  loss  of  farms  in 
the  state  has  generally  been  slower  than  that  of  the  U.S.  as  a  whole,  the  rate 
of  decline  has  accelerated  In  recent  years.    In  spite  of  this  trend,  the 
proportion  of  farm  operators  wlx>  rely  on  fanning  as  their  primary  occupation 
remains  exceptionally  high  In  comparison  to  U.S.  averages.   This  must  be 
tempered,  however,  with  the  fact  that  the  proportion  of  South  Dakota  farm 
operators  \ho  can  rely  solely  on  their  farm  for  their  livelihood  is  declining 
at  a  rate  that  is  greater  than  the  rate  for  all  farm  operators  In  the  U.S. 

In  summary,  while  the  farm  tenure  and  principal  occupation  data  Indicate 
a  support  base  for  snail  communities  In  South  Dakota,  the  seeds  of  change 
continue  to  sprout.    In  fact,  it  is  very  likely  that  the  accelerating  national 
and  International  restructuring  of  agriculture  and  the  variability  of  South 
Dakota's  weather  are  combining  to  possibly  overcome  the  factor  which  has 
traditionally  kept  farmers  on  the  farm  In  South  Dakota  —  the  lack  of  alternative 
opportunities.    Increasingly,  this  barrier  is  not  as  important.   The  result 
nay  be  Increased  out-migration  from  agriculture-dependent  areas,  population 
decline  and  crippled  communities.    In  the  next  section,  rural  area  and 
community  correlates  of  farm  decline  are  reviewed. 

Ccrmailty  Impacts  of  a  Changing  Agricultural  Environment 
1.  Population 

Almost  one-half  o  the  counties  (M  percent)  In  South  Dakota  lost  population 
during  every  decennial  period  from  1930  to  1930.   More  recently  71.2  percent 
(N  ■  *J7)  lost  population  during  the  1960-1980  period,  although  the  proportion 
of  counties  with  population  declines  fell  to  &i  percent  (N  «  k2)  for  1970-1980. 
Fifty  of  the  state's  66  counties  experienced  net  out-nigration  In  both  the  196O- 
1970  and  1970-1980  time  periods  (Riley  and  Baer,  1981:7). 

Population  decline  has  been  so  substantial  across  much  of  the  state  that 
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2*  of  the  66  counties  (36.30  In  South  Dakota  have  fewer  than  5,000  residents. 

Six  nore  counties,  for  a  total  of  30,  have  5,500  or  fewer  residents.  Eld* 

(33.3*)  of  the  2k  counties  under  5,000  population  have  fewer  than  2,000  residents, 

while  alrxfflt  75  percent  of  the  state's  counties  now  have  a  population  of  less 

tten  10,000.  5 

Earlier,  it  was  noted  that  changes  in  the  structure  of  agriculture,  notably 
the  decline  in  the  nunfcer  of  farms,  has  been  found  to  be  related  to  population  J 
decline  in  various  regions  of  the  U.S.  Table  1  reports  the  relationship  between  v 
the  decline  in  total  farms  and  total  population  for  South  Dakota  counties  during 
the  1960-1980  time  period. 
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Sable  1 

Decline  In  Farms  and  County  Population  In 
South  Dakota,  196*0-80 


A.   Farm  Decline  and  County  Population  Change*  All  0ountle3: 


1959-82  Percent 
Decline  in  Farms 

County  Above 
Median 

County  Below 
Median 


1960-80  Percent  Population  L033 
County  Above  Median       County  Below  Median 


?1 
(65.0%) 

11 
(32.4?) 


11 
(3M» 

23 
(67.6%) 


Total 

32 
(100?) 

3* 
(100?) 


B.    Farm  Decline  and  County  Population  Change,  Urban  Counties; 


1959-62  Percent 
Decline  In  Farms 

County  Above 
Median 

County  Below 
Median 


1960-80  Percent  Population  Loss 
County  Above  Median       County  Below  Median 


2 

(22.83) 
2 

(16.7*) 


7 

(77.2?) 

10 
(83.3?) 


Total 
9 

(100?) 

12 
(100?) 


C.   Farm  Decline  and  County  Emulation  Change,  Rural  Counties: 


1959-02  Percent 
Decline  In  Farms 

County  Above 
Median 

County  Below 
Median 


County  Above  Median       County  Below  Median  Total 


19 
(82.6?) 

9 

(10.9?) 


U 

(17.4?) 

13 
(59.1?) 


23 
(100?) 

22 
(100?) 


Source:  Ccnplled  by  the  author  frcn  the  Census  of  Agriculture,  South  Dakota,  1959, 
1982;  Census  of  Population,  South  Dakota,  19U0  (Washington,  D.C.;  U.S. 

Department  of  Cccnerce,  Bureau  of  the  Census). 
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As  can  be  seen  by  looking  at  Part  A  of  Table  1,  roomily  two-thirds  of  the 
counties  above  the  median  level  of  flarn  decline  for  all  counties  were  also  above 
the  median  level  of  population  loss  for  all  counties  In  the  state.  Likewise, 
slightly  over  two-thirds  (67.7%)  of  the  3**  counties  below  the  nedlan  level  of 
farm  decline  were  also  below  the  median  level  of  population  loss  far  the  state. 
Ob  put  this  relationship  quite  simply,  counties  which  had  rather  large  declines  In 
the  nuriber  of  farms  during  the  1959-1982  period  also  tended  to  have  rather  high 
population  losses.   Counties  with  lower  levels  of  farm  losses  had  lower  population  * 
losses.  v 

t 

It  Is  interesting  to  speculate  on  the  possibl*  role  of  urbanization  In  softening 
the  impact  of  declining  farm  numbers  upon  area  population  1c  is.  Parts  B  and  C  of 
Table  1  portray  the  relationship  between  fara  looses  and  population  losses  ftar  i 
two  groups  of  counties.  The  first  group  (see  Part  8)  encompasses  counties  having 
an  urban  ccraiunity  within  their  borders  (a  municipality  with  population  of  2,500 
or  more).    One  second  group  (see  Part  C)  Is  ccrprised  of  counties  with  no  urban 
center.  As  can  be  seen,  the  Impact  of  urbanization  upon  the  fam  decline-  a 
population  loss  relationship  Is  quite  dramatic.  Regardless  of  whethur  county 
**arm  losses  were  above  or  below  the  median,  counties  with  an  urban  conramity 
experienced  lower  than  the  median  population  losses. 

For  rural  counties— counties  with  no  cciaaunity  of  2,500  population  or  more— 
82.6  percent  of  the  counties  above  the  median  for  farm  decline  also  had  population 
losses  above  the  median  for  all  counties  (see  Part  C,  Table  1).   Although  not  as 
substantial,  the  proportion  of  rural  counties  below  the  median  level  of  farm 
decline  who  also  had  population  losses  above  the  state  nedlan  Is  still  rather 
sizeable  (U0.9? ,  compared  with  16.7?  for  urban  counties). 
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In  oumjary,  farm  declines  generally  translated  Into  county  population  de- 
clines during  the  1960-1930  tine  period  In  South  Hatotau  Ihe  pi^esgKe  of  an  urban 
center  in  a  county  experiencing  substantial  farm  declines,  however,  lessen 
population  losses.   This  is  probably  a  function  of  the  fact  that  these 
population  centers  provide  alternative  employment  opportunities  for  displaced 
fam  families  and  attract  in-migrants  from  other  areas,  thus  off-setting  population 
out-migration  Induced  by  farm  declines. 

Municipalities,  just  as  counties,  should  be  lirp&cted  by  the  decline  in  farms, 
although  the  effects  are  not  likely  to  bt  as  dramatic  as  at  the  county  level  be- 
cause of  the  snail  number  of  farm  operators  living  In  towns.  Table  2  provides 
Information  to  help  highlitfJt  the  recent  growth  dynaalcs  of  South  Dakota  rural 


municipalities  in  the  face  ol  declining  farm  numbers.   To  explore  the  fara- 
ccrnunity  popul/  Ion  linkage,  the  growth  trend  for  nunicipalities  ("declining" 
or  "growing"  from  1960-1930)  is  related  to  whether  the  county  in  which  the  city 
is  located  was  above  or  below  the  median  level  of  farm  decline  for  all  counties 
In  South  Dakota  from  1959-19S2. 


Table  2 


Decline  in  Farms  and  Population  of  Towns  Under  2,500 
in  South  Dakota,  1960-80 


1959-82  Percent 
Decline  in  Farms 


1960-80  ftmicipal  Population  Trend 
riinicipallty  Declined    ttmlclpallty  Grew  gotal 


Ifcnlcipallty  in  a 
County  Above 

IfedlFUl 


110 
(65.55) 


58 
C34-5H 


168 
(1005) 


Municipality  in  a 
County  Below 
Median 


48 
(41.^5) 


68 
(53.65) 


116 
(1005) 


Source:   See  laUe  1. 
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As  can  be  seen,  fain  decline  13  moderately  associated  with  coaninity 
population  change.  Just  over  65*  of  the  rural  municipalities  located  In  court ies 
with  a  farm  decline  above  tte  median  level  for  the  state  also  experienced  popu- 
lation declines  themselves  from  1 960-1980.   For  rural  municipalities  in  counties 
with  farm  losses  below  the  nedlan  for  all  counties ,  the  percentage  recording 
population  growth  Iron  1960-1980  was  58.6  percent.  Controlling  for  urbanization 
influences— the  existence  or  absence  of  a  city  of  2,500  population  or  rare  in  the 
sane  county— does  not  alter  this  basic  relationship.  The  evidence,  then,  is 
fairly  clear;  rural,  snail  towns  tend  to  de^Unc  in  population  as  the  number  of 
fams  decline.   Ibese  small  cities  tj?e  Just  not  8)>1*.  to  counter  the  trends  of 
farm  and  county  population  decline  in  the  same  way  that  cities  of  2,500  and 
larger  are  able  to.   Although  the  data  are  not  presented  in  Table  2,  towns  of 
fewer  than  X)0  residents  were  found  to  have  lost  population  from  1960-1980, 
regardless  of  farm  declines.   Overall,  76.1  (IM50)  percent  of  the  197  towns 
under  500  nopulation  In  I960  declined  in  size. 
2.   Economic  Impacts 

Population  loss  Is  typically  accompanied  by  a  variety  of  economic  cirnges. 
As  Indicated  earlier,  the  primary  changes  are  a  loss  In  shopping  goods  trade 
and  employment.   Such  changes  can,  in  turn,  lead  to  lower  sales  tax  collections 
and  resources  for  the  rural  county  or  community.   While  a  detailed  analysis 
of  tte  county  and  comumlty  economic  Impacts  of  rural  population  loss  in  South 
Dakota  Is  beyond  the  scope  of  this  paper,  several  changes  can  be  highlighted. 
In  general,  tb*  Ir-fomation  points  toward  reduced  levels  of  economic  and 
erploymej^  activity  *ji  riral  counties  and  communities,  and  an  enlarged  role 
for  the  urban  counties  and  commit  ies  oT  South  Dakota. 

Table  3  container  sunnary  data  on  retail  sales  and  total  employment  for 
the  urban  and  rural  counties  of  South  Dakota.  Because  the  farm  and  population 
decline   nalysis  presented  earlier  focused  on  the  1960-193C  period,  and  because 
economic  ctenges  accompanying  population  change  are  not  expected  to  take 
effect  immediately,  retail  sale*  and  employment  data  for  the  1972-1982  period 
are  used.    Retoxi  sales  increased  by  127.2  percent  for  the  state  as  a  whole 
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between  1972  and  1982.  Retail  sales  In  the  urban  counties  grew  by  137.2  percent, 
while  the  growth  rate  for  rural  counties  was  89.9  percent  for  the  ten  year 
period,  Itost  telling,  however,  is  the  change  In  total  share  of  the  state's 
retail  sales  for  each  group  of  counties  frcra  1972-1932.  Rural  counties  saw 
their  store  reduced  from  .212  to  .177,  a  decline  In  share  of  16.5  percent. 
Urban  counties,  on  the  other  hand,  saw  their  share  of  retail  sales  for  the  state 
Increase  by  M  percent  frcra  .788  to  .823. 

lable  3 

Succory  Retail  Sales  and  Total  Biployaent  Data  for  South  Dakota 
Urban  and  Rural  Counties,  1972-82 


Retail  Sales: 

Year 

Urban  Counties 

Rural  Counties 

Total 

1972 

$  Mount 

$1,037,138 

$278,529 

$1,315,667 

Sales  Share 

.788 

.212 

1.000 

1982 

$  Aucunt 

$2,460,268 

$528,884 

$2,989,152 

Sales  Share 

.823 

.177 

1.000 

Total  Employment: 

Year 

Urban  Counties 

torsi  Counties 

Total 

1972 

No.  Jobs 

199,316 

99,259 

291,575  s 

Job  Share 

.684 

.316 

1.000 

1932 

No.  Jobs 

235,213 

89,162 

324,375 

Job  Share 

.725 

.275 

1.000 

Source:  Census  of  Retail  Trade,  1972.  1962  (Washington,  D.C.:  U.S.  Department 
of  Caoaerce,  Bureau  of  the  Census);  Bureau  of  Econccdc  Analysis,  U.S.  Department 
of  Cconerce. 
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Changes  in  employment  were  similar  to  those  for  retail  sales  from  1  72  to 
1982.  Total  state  erploynent  grew  from  291,575  In  1972  to  32*1,375  In  1982. 
This  represented  an  Increase  of  11. 3  percent.  Urban  county  employment  grew  by 
18.1  percent,  while  rural  county  erploynent  fell  by  3.3  percent.   The  urban 
county  share  of  total  state  erploynent  Increased  by  5.9  percent  from  .634  In 
1972  to  .725  in  1982.   The  rural  county  share  of  employment  fell  free  .316  to 
.275,  a  decline  of  13. 0  percent. 

All  In  all,  then,  total  employment  is  declining  in  the  45  counties  in  the 
state  with  no  city  over  2,50^  population.  The  share  of  retail  sales  captured 
by  this  group  of  counties  is  also  declining.  The  21  urban  counties,  however, 
are  Increasing  their  total  number  of  Jobs  as  well  as  their  share  of  retail  sales. 

The  Reduced  Local  (tovernment-Carrying  Capacity 
of  Rxral  South  Dakota 

Thus  for,  a  link  has  been  established  between  declining  farm  numbers 
and  declining  population  In  the  ^5  rural  South  Dakota  counties  having  no 
municipality  of  2,500  or  more  population,  and  in  the  small  toms  under  2,500 
residents  In  these  sane  rural  counties.    On  the  other  hand,  the  "urban"  counties 
in  South  Dakota — those  counties  with  cities  over  2,500  population —  and  even 
their  smaller  cities  have  been  found  to  be  generally  growing.  The  trend  of 
population  decline  In  the  rural  counties  has  been  accompanied,  among  other  things, 
by  declines  In  retail  sales  shares  and  total  employment.   These  trends  indicate 
that  the  human  and  economic  resource  base  of  many  of  South  Dakota's  rural  counties 
and  cities  under  2,500  population  has  been  eroded  in  the  past  few  decades.  Par 
many  counties,  this  decline  In  resources— whether  they  be  human  or  financial — 
has  been  going  on  unabated  far  four  or  more  decades.   Because  of  the  diminished 
resources  of  these  areas,  it  is  Important  to  ask  what  the  current  local  govern- 
ment load  (in  terms  of  numbers  and  costs)  is  in  South  Dakota,  relative  to  other 
states.    If  the  burden  of  local  government  is  greater  in  South  Dakota,  it  is 
important  to  ask  how  the  load  night  be  reduced.   Structural  and  non-structural 
changes  In  local  government  not  only  can  enhance  efficiency  and  effectiveness, 
but  such  changes  can  bring  the  system  of  government  In-line  with  the  resource 
base  of  the  rural  areas  of  the  state  at  the  same  time. 


0i  MftAB&3  to-. 


49 


The  Carrying  Capacity  Notion 

The  carrying  capacity  concept  is  used  to  guide  the  analysis  of  local  govern- 
ment burdens  In  South  Dalcota.  The  Idee  of  carrying  capacity  was  first  developed 
by  ecologists  to  calculate  the  wildlife  population  that  could  be  sustained  In- 
definitely by  the  resources  In  a  given  natural  area.  The  concept  has  been  used 
more  recently  In  urban  and  regional  studies  to  est  irate  the  relative  populations 
and  activities  that  can  be  maintained  within  the  constraints  im>aired  by  natural 
resource  limitations.  ',     earliest  applications  of  carrying  capacity  to  tho 
nanagement  of  urban  and  regional  syster?  date  from  the  late  1960's  and  early 
1970*8  and  have  been  applied  to  transportation,  voter,  air  quality  and  a  host 
of  other  technical  issues. 

While  there  is  no  general  agreement  among  theorists  on  the  exact  meaning 
of  the  concept  or  the  rest  effective  methods  of  its  application  to  real  ccrmni- 
ties,  the  notion  of  carrying  capacity  can  be  useful  to  citizens  and  policy 
makers  In  their  thinking  about  the  relationship  between  people,  their  activities 
and  resource  limits,  whether  they  be  environmental  or  financial. 

Because  local  government  are  seen  as  "critlal  systems"  which  deliver  neces- 
sary services  and  rely  on  public  fund3  to  operate,"  the  carrying  capacity  concept 
leads  us  to  ask  whether  the  number  and  costs  of  local  governments  in  South  Dakota 
are  consistent  with  the  human  and  economic  resources  of  the  bulk  of  the  state's 
rural  areas.   Pull  application  of  the  capacity  notion  to  local  government  is 
difficult.   Tl«re  are  no  generally  accepted  standards  for  determining  the  numbers, 
types  and  costs  of  local  governments  which  a  given  area  can  support.   A  number 
of  factors  such  as  regional  and  local  history,  and  the  nature  of  problems  and 
government  functions  needod  to  meet  them  are  Important.  The  nuaber  and  costs  of 
local  government  for  a  given  area  can  be  standardized  by  population  or  income, 
for  example,  and  caparisons  made  with  other  regions  and  areas  of  the  country. 
Such  comparisons  permit  the  analyst  to  say  whether  a  given  area  has  more  or  fewer 
governaents  on  a  percapita  basis  than  ether  areas.  Likewise,  costs  can  be  com- 
pared (as  a  percentage  of  personal  Income,  for  Instance).    It  raist  be  remembered, 
however,  tint  whether  or  not  the  number  and  costs  of  local  governments  are  seen 
as  excessive  is  not  Just  a  function  of  the  resource  base,  but  Is  also  a  function 
of  the  preferences  of  citizens  as  well. 


50 


Ihe  Local  Government  Load  In  South  Dakota 

South  Dakota  has  long  been  viewed  as  among  the  most  "overffliveined"  states 
at  the  local  level.   In  1967,  Farber  noted  that      .South  Dakota  had  the  dubious 
distinction  of  being  the  most  governed  state  In  the  United  States;  there  were 
fewer  persons  per  unit  of  government  In  South  Dakota  than  In  any  other  state — 
192  persons  per  unit."   (Farber,  forthcoming: G)  Ihis  position  has  been  lost 
since  1967,  primarily  because  of  school  district  reorganization. 

In  large  part,  the  number  of  local  governments  Is  a  legacy  of  ambitious, 
early  state  leaders.  When  the  state  constitution  took  effect  in  1889,  state 
leaders  envisioned  a  rapidly  ©wing  state.   Ihis  was  a  reasonable  assumption 
at  the  time;  population  had  doubled  between  1880  and  1390 ^  and  grew  by  another 
67  percent  by  1910.    In  1919,  South  Dakota  had  the  highest  per  capita  inccme 
level  in  the  United  States.   Since  those  early  days,  the  basic  structure  and 
number  of  local  governments  in  the  state  (with  the  exception  of  school  districts) 
has  remained  essentially  the  sane. 

For  both  the  United  States  and  South  Dakota  the  number  of  county,  municipal 
and  tovnship  governments  has  remained  roughly  the  same  for  many  years.  lable 
i\  contains  information  on  the  number  of  U.S.  and  South  Dakota  local  governments 
for  the  1957-1982  period.   While  there  have  been  large  reductions  in  the  total 
number  of  local  governments,  the  primary  changes  have  come  in  two  forms,  and 
South  Dakota  Xa  no  exception.   The  first  has  come  in  the  form  of  school  district 
reorganization,  with  the  number  of  school  districts  declining  by  9*  percent  in 
South  Dakota  during  the  1957-1982  time  period.   For  the  U.S.  as  a  whole,  the 
comparable  change  is  70.6  percent.   The  second  significant  component  of  local 
government  change  lies  in  the  substantial  growth  of  special  districts.  Ite 
number  of  special  districts  in  the  U.S.  rose  from  1M05  In  1957  to  28,588  in 
1982  (98 increase).   In  South  Dakota,  special  districts  increased  iron  69  In 
1957  to  199  in  1982  (188.4  percent  increase).   During  the  1957-1982  period,  the 

total  number  of  local  governments  in  South  Dakota  declined  by  63.2  percent. 
For  the  U.S.,  the  decline  was  only  19.6  percent.   Despite  si#iificant  change  in 
total  local  governments,  South  Dakota  continues  to  have  more  local  governments 

than  the  average  state  in  the  U.S. 


Table  4 

Number  and  Type  of  Local  Governments  for  the  U.S.  and  South  Dakota, 

1957-82 


Type  of  Local 

1957 

1967 

1977 

1982 

Government 

IT  O 

U.S. 

on 
ou 

IT  O 
U.b. 

on 
OU 

U.S. 

SD 

U.S. 

SD 

Counties 

3,047 

W 

3,04y 

OH 

3,042 

66 

3,041 

66 

Municipalities 

17,183 

306 

18,048 

'306 

18,862 

311 

19,076 

312 

Townships 

17,198 

1,080 

17,105 

1,050 

16,822 

1,010 

16,734 

996 

Special  Dist. 

11,405 

69 

21,264 

106 

25,962 

148 

28,588 

'  199 

School  Dist* 

50,116 

3,288 

21,782 

1,984 

15,174 

194 

14,851 

196 

Total 

102,328 

4,808 

81,248 

3,510 

79,862 

1,727 

82,290 

1,767 

Source:  Census  of  Governments,  Govemnental  Qrpaniration,  1957,1967,1977,  1982  (Washington, 
D.C:  U.S.  Department  of  Conroerce,  Bureau  of  the  Census).  — 
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Sumary  information  on  the  numerical  burden  of  local  governments  In  South 
Dakota  and  the  United  States  is  presented  in  Sable  5.   Looking  first  at  the 
number  of  local  governments  per  1,000  population,  South  Dakota  constantly  has 
had  more  local  governments  per  1,000  people  than  the  U.S.  average.   In  1957, 
South  Dakota  had  7.5  units  of  local  government  per  1,000  population,  and  in 
1982  the  rate  was  2.6  per  1,000  population.   The  1957-1982  decline  of  30.0 
percent  was  less  than  that  for  the  U.S.  (-32.9*)  and  was  almost  totally  a  function 
of  school  district  reorganization.   In  1957  the  U.S.  averaged  .76  local 
governments  per  1,000  population.   In  1982  the  lumber  was  .36  per  1,000  population. 
Again,  because  of  school  district  reor^nization  the  number  of  local  governments 
per  county  area  has  been  reduced  in  South  Dakota  from  75.1  in  1957  to  27.6  in 
1982,  a  63.2  percent  decrease.   As  can  be  seen,  the  number  of  local  govemnents 
per  county  area  in  South  Dakota  is  now  comparable  to  the  U.S.  average. 

Table  5 

Suranary  Information  on  the  Numerical  EUrden  of  South 
Dakota  Local  Government 


1957  1967  1977  1982 

Indicator  U.S.      SD       U.S..     SD  SD       U^  SD 

Local  Govts.  m  .  , 

Per  1,000  .  76      7.5       .  51      5.3       .42      2.6       .36  2.6 

Population 

Local  Govts. 

Per  County  33.5  75.1  26.6  54.8  26.2  26.9  27.1  27.6 
Area 

Average  Popu- 
lation Per      5,630    1,130    6,499  1,300    7,251  1,360    7,395  1,407 
Municipality 

Average  Popu- 
lation Per     ^3,868   10,015   51,898  10,437   62,398  10,390  67,024  10,500 
County 


Source:  Census  of  Gtovernments,  Governmental  Qreanlzat  3n»  1957,  1967 »  1977a. 
1982  (Washington,  D.C.:  U.S.  Department  of  Corrrnerce,  Bureau  of  the  Census). 


„  57 
ERIC 

us  cepy  mimit 


58 


In  1957,  the  average  U.S.  county  contained  over  four  times  the  population 
of  the  average  South  Dakota  county— 43,868  capered  to  10,015.   Ely  1982,  this 
disparity  in  county  average  population  had  Increased  to  a  6.3:1  ratio,  with 
the  average  South  Dakota  county  having  only  10,500  residents.  During  this  sane 
time  period,  the  average  South  Dakota  municipality^  population  Increased  by  2*1.5 
percent  from  1,130  in  1957  to  1,407  in  1982.  This  increase  is  primarily  a 
function  of  the  growth  in  a  small  number  of  communities  over  2,500  population, 
however.  Ihe  proportion  of  South  Dakota  municipalities  with  a  population  of 
fewer  than  1,000  has  regained  around  80  percent  since  1957.  Likewise,  the 
proportion  of  the  state's  municipalities  in  the  1,000-2,^99  population  range 
has  hovered  around  11  percent  of  the  total.   In  1982,  91.3  percent  of  South 
Dakota  municipalities  had  fewer  than  2,500  residents;  this  contrasts  with  a 
U.S.  average  of  69.6  percent. 


Table  6 

Local  GoverjT>ent  Direct  General  Revenues  as  a  Percentage 
of  Personal  Income,  1957-82 
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United  States  Avg., 
All  Local  Govts.  4.1 

South  Dakcta  5.4 


1967  1977  1982 
10.2  12.3  12.9 
10.7         10.9  11.2 


Source:  Governmental  Finances^  1957,  1967-68:  1976-78;  1982-83  (Washington, 
D.C.:  U.S.  Department  of  Ccranerce,  Bureau  of  the  Census) 

But  what  of  the  financial  burden  placed  upon  South  Dakota's  residents  by 
local  government?  To  help  address  this  dimension  of  the  local  government  load, 
Table  6  presents  information  on  local  goverrnent  direct  general  revenues  as  a 
percentage  of  personal  income.   Personal  Income  is  used  as  a  basis  for  comparison 
since  South  Dakota's  per  capita  personal  Income  level  has  traditionally  lagged 
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U.S.  per  capita  personal  incase.   Because  of  this  lower  income,  local  government 
in  South  Dakota  tends  to  spend  less  on  a  per-person  basis  than  the  average  state. 
However,  because  incomes  are  lower  in  South  Dakota,  tliis  lower  expenditure  level 
may  take  a  larger  bit  out  of  the  typical  South  Dakotan's  earnings.   As  can  be 
seen,  in  Table  6,  local  government  expenditures  in  the  state  comprised  a  larger 
percentage  of  the  personal  income  than  the  U.S.  average  for  all  local  governments 
in  1957  and  1967.    In  1957,  local  government  spending  was  137  percent  of  the 
U.S.  average  percentage;  in  1967,  this  had  fallen  to  105  percent  of  the  U.S. 
average.   Since  1967,  the  percentage  of  the  average  South  Dakotan's  personal 
inccrae  going  to  local  government  expenditures  has  gallen  behind  thP'  S. 
Although  the  percentage  increased  in  an  absolute  sense  from  1967  tc  j.982,  the 
,fburden"  relative  to  the  average  local  government  burden  in  the  U.S.  has  improved. 
In  1982,  the  proportion  of  personal  income  going  to  local  government  expenditures 
was  only  87  percent  of  the  U.S.  average  for  all  local  governments.  However, 
during  the  saueyear,  per  capita  personal  income  in  South  Dalcota  ($9,666)  was 
87  percent  of  the  U.S.  average  ($11,107).  " 

While  the  financial  burden  placed  upon  South  Dalootan's  by  local  government 
would  appear  to  be  easing,  this  nay  be  a  false  picture.   During  the  same  time 
per?  od,  the  scope  of  South  Dakota  state  government  was  expanding,  relative  to 
that  of  local  government.   Using  data  on  financial  responsibility,  service 
distribution  and  personnel  distribution  as  criteria  for  determining  the  extent 
of  state  centralization,  Stephens  has  found  that  South  Dakota  has  become  more 
centralized  since  1957  (See  Table  7).    Perhaps  most  interesting  is  that  South 
Dakota1  s  rate  of  increase  for  the  composite  state  centralization  score  has  been 
been  more  rapid  than  the  U.S.  average  (23.6*  and  20.0?,  respectively).  Looking 
at  the  individual  dimensions  of  centralization  also  provides  some  interesting 
insights.   Centralization  of  financial  responsibility  and  service  delivery  in- 
creased by  21.7  and  37.1  percent,  respectively  during  the  1957-1982  period.  The 
respective  increases  for  all  states  in  the  U.S.  were  12.7  and  20.5  percent. 
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Table  7 

Change*  in  State  Government  Centralization  far  South 
Dakota  and  All  States,  1957-52 


South  Dakota  Average,  All  States 

Fliiancial  Responsibility: 

1957  *9.8  55.7 

1969  56.0  60.9 

1977  60.4  62.5 

1932  60.6  62.8 

Service  Delivery: 

1957  49.0  44.0 

1969  56.0  49.0 

1977  58.0  52.0 

1982  67.2  53.0 

Personnel  Distribution: 

1957  48.5  41.6 

1969  47.5  ifi.8 

1977  54.7  *3.1 

1982  54.4  53.8 


Conposlte  Score: 


1957  49.1  47.1 

1969  53.2  51.5 

1977  57.5  g.2 

1982  60.7  56.5 


Source:  Q.  Ross  Stephens,  "State  Centralization  and  the  Erosion  of  Lxal 
Autcroqy,"  Journal  of  Politics  36  (February,  1974):  52-156;  and  "ran  data 
tupplied  to  the  author  by  G.  Ross  Stephens  for  1962. 
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B«  practical  ^>act  of  this  is  that  South  Dakota  state  government  has  helped 
local  governments,  thus  reducing  the  financial  burden  of  local  government.  In 
1982,  state  aid  to  local  government  accounted  far  22.9  percent  of  total  local 
government  revenues  In  the  state  (Bureau  of  the  Census,  1984 :  72).   This  also  means 
that  the  proportion  of  personal  income  going  to  state  and  local  government  direct 
general  expenditures  is  Important  In  considering  the  burden  of  local  government 
upon  ruir"*  areas.   For  every  year  since  1957,  the  proportion  of  personal  Income 
going  to  state  and  local  government  expenditures  In  South  Dakota  has  exceeded  the 
U.S.  average.  From  a  high  of  133  percent  in  1957,  the  proportion  of  the  U.S. 
average  has  dropped  to  105.6  percent  In  1982  (ACIR,  198*J:  16). 
Sorting  Out  Things 

Although  South  Dakota  is  no  longer  the  most  governed  at  the  local  level, 
the  number  of  local  governments  In  South  Dakota  is  still  seven  tines  the  national 
average.   One  existence  of  a  large  number  of  local  units  In  conjunction  with 
a  small  population  base  means  that  many  genera?,  purpose  governmental  units — 
counties  and  municipalities —  are  so  small  that  economies  of  scale  and  other 
service  delivery  Innovations  can't  be  taken  advantage  of.   This  results  In  a 
higher  than  average  proportion  of  personal  Income  being  used  to  support  local 
governmental  services.   While  the  burden  of  local  government  relative  to  personal 
Income  has  fallen  below  the  national  average  In  recent  years,  this  is  primarily 
the  result  of  state  assumption  and  funding  of  certain  local  government  services. 

At  this  point  In  time,  then,  the  number  and  costs  of  local  povemaents  In 
this  state  are  excessive,  relative  to  national  averages.   Such  a  conclusion  is 
a  conservative  one.    It  must  be  kept  In  mind  that  the  Information  on  the  numbers 
and  costs  of  local  government  In  South  Dakota  is  for  all  counties  In  the  rtate. 
If  cost  data,  for  example,  were  broken  Into  population  size  categories,  the 
differential  costs  of  smaller  as  opposed  to  larger  units  of  government  are  rather 
substantial.  Figure  1  displays  the  relationship  between  the  per  capita  cost  of 
South  Dakota  county  government  In  1983  and  the  population  sf.se  of  ihe  county. 
Data  on  the  per  co^ita  are  also  provided  for  each  of  the  /ive  population  class 
sizes.    Per  capita  costs  range  from  a  high  of  $33^.5*1  f<ir  counties  below  5,000 
population,  to  $108.95  for  counties  of  20,000  population  ard  above. 


COPY  AVAILABLE 


57 


Average  Per  Capita  Cost  of  South  Dakota  County 
Government  by  Population  Classification, 
1983 

Population  Class                         No.  of  Counties  Avr.  Per  Capita  Cost 

1.  Below  5,000                                 26  $334.5*1 

2.  5,000-9,999                                   24  $230.66 

3.  10,000-14,999  7  $139.00 
k.  15.000-19,999  4  $144.82 
5.    20,000  and  above                            5  $108.95 


Figure  1.   Relationship  Between  Per  Capita  Coats  of 
South  Dakota  County  Go/ertroent  and  County 
Population  Size,  1983 . 
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(liven  the  foot  that  farm  declines  are  associated  with  rural  county  and 
municipal  population  decline,  and  given  the  fact  that  the  number  of  farms  will 
continue  to  decline  In  this  state,  a  nailer  resource  base  (human  and  economic) 
will  have  to  be  carved  up  by  a  fixed  number  of  local  gpvemoents.in  the  future. 
In  the  21  urban  counties,  and  many  of  the  municipalities  In  those  counties,  the 
carrying  capacity  for  local  government  will  continue  to  be  In  relative  balance 
with  the  load.    In  the  45  rural  counties  and  their  rail  municipalities,  carrying 
capacity  will  only  continue  to  erode.   Such  a  prognosis  makes  it  Important  that 
certain  actions  be  taken,  thus  bringing  the  burden  of  local  government  more  in-line 
with  the  resource  base.   Not  only  is  reducing  the  nurfcer  and  costs  of  local 
Government  In  rural  areas  of  the  state  Important,  but  the  capacity  of  local 
governments  can  be  enhanced  at  the  same  tine,  thus  producing  a  higher  quality 
of  rural  life,   tong  the  options  that  should  be  considered  are:   county  consoli- 
dation; elimination  of  certain  single-purpose  districts  with  taxing  powe^  (such 
as  townships);  transfer  of  functions  to  the  state  level;  regional  approaches  to 
service  funding  and  delivery;  vouchers;  privatization  of  certain  services; 
disincorportlon  of  seme;  city-county  service  cooperation;  and  city-county  consoli- 
oation;  to  mention  a  few  0f  the  most  prominent  options. 

Courses  of  Action 

As  might  be  expected,  there  are  numerous  courses  of  action  which  can  be 
undertaken.  One  particular  option  which  a  given  community  might  exercise,  however, 
will  depend  upon  the  local  resource  base,  perceived  problems,  local  decision  making 
capacity,  and  political  will.   In  g^nerPl,  two  broad  classes  of  actions  can  N> 
identified  for  dealing  with  the  local  government  burden  and  associated  problems  of 
rural  areas  In  South  Dakota.  Some  actions  will  resolve  the  "nuitoers"  burden,  others 
will  enhance  efficiency  and  thus  address  the  financial  burden.  Some,  such  as 
consolidation,  will  do  both,  possibly.  One  first  group  of  actions  Involve  struc- 
tural changes  In  local  government,  including  consolidation  (both  city-county  and 
multi-county),  permanent  transfer  of  functions  to  anot.ier  level  of  government,  and 
the  dlslncorporatlon  or  abolition  of  governments,   structural  changes  can  be  .-. 
initiated  locally,  or  Imposed  by  the  state.   The  second  class  of  actions  might  be 
termed  local  nself-helpr  and  Innovation.   Included  In  this  group  are  initiatives 
ouch  as  purchase  of  service  contracting,  Interlocal  service  agreements  with  other 
governments,  adopting  alternative  financing  techniques  such  as  user  fees  and 
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charges,  deregulation,  voluteerism,  and  "doing  without".   While  each  of  these 
options  deserves  lengthy  treatment,  only  a  few  ccraaents  will  be  node  about  each 
one. 

Structural  Options 
1.  Consolidation 

Reformers  have  long  listed  consolidation  as  among  the  most  important  and 
needed  actions  for  ir*Jroving  local  government  (CED,  1966).   Consolidation  In- 
volves the  merger  of  several  governments  with  one  another.   While  consolidation 
has  been  typically  seen  as  a  way  of  dealing  with  fragmentation  In  metropolitan 
areas,  it  has  relevance  to  rural  areas,  as  well.  Consolidation  lan  Involve  the 
merger  of  a  primary  city  of  all  cities  within  a  county  with  the  county  government, 
or  the  merger  of  several  counties  with  one  another.   Because  of  the  larger 
service  and  resource  base  which  results  from  merger,  whether  In  an  urban  or  rural 
area,  govanaent  can  operate  more  efficiently  as  a  result  of  economies  of  scale. 
Greater  resources  also  make  it  feasible  to  hire  professional  staff  and  management. 

In  South  Dakota,  numerous  calls  have  been  made  over  the  years  for  consolidation 
of  counties.   The  result  would  be  fewer  but  larger  counties,  with  a  larger  service 
and  resource  base  and  resulting  cost  dfcllndes.  Barber  and  Cape  (1968)  estimated, 
for  example,  that  If  Buffalo  and  Jerauld  Counties  had  merged  In  the  late  1960*o 
that  the  average  citizen1 8  tax  bill  would  have  declined  by  around  20  percent. 
Despite  this,  tlie  consolidation  proposal  was  never  voted  en.   During  this  century, 
there  have  been  changes  In  the  organization  of  five  counties  In  South  Dakota,  with 
three  unorganized  counties  being  merged  with  existing  counties,  and  with  two 
unorganized  counties  becoming  organized.   Beyond  this,  no  consolidation  efforts 
have  been  successful  at  the  local  level.   Most  county  boundary  changes  In  South 
Dakota,  as  elsewhere,  have  been  made  by  the  state  legislature,  with  44  counties 
being  eliminated  in  all. 
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State  legislative  acticn  mandating  local  governmental  consolidation  is  not 
new;  it  is  Just  a  power  which  is  not  often  exercised.   Local  governments  are  still 
very  mien,  as  Judge  DUJ.cn  ruled  so  long  ago,  creatures  of  tiielr  state.  School 
reorganization  is  a  good  case  in  point.   During  the  19^0's  and  1950*8  almost  every 
state  legislature  in  the  U.S.  enacted  programs  that  encouraged  or  forced  school 
reorganizations,  through  a  combination  of  financial  incentives  and  conpulsory 
features  (Sokolow,  1977).   This  can  be  done  with  general  purpose  local  governments 
as  well. 

From  the  perspective  of  country  and  small-town  residents,  the  reasons  for  re- 
organizing their  local  governments  are  not  all  that  compelling  and  often  do  not 
rank  with  other  more  pressing  problems  of  the  day.   Leaders  and  residents  prefer 
their  snrall  units1  accessibility;  large  size  is  also  equated  with  higher  taxes. 
People  in  rural  areas  are  typically  more  satisfied  with  their  governing  arrangements 
than  residents  of  large  cities  end  suburbs  (Luloff,  1978).   The  record  of  Montana 
with  its  mandated  voter  revint  of  local  government  supports  this  view— as  approved 
by  voters,  major  organizational  changes  have  fared  better  proportionately  in  larger 
than  smaller  ccraaunitles  (IfcKinsey  and  Lopach,  1979). 
2.  Dlslncorporatlon 

I*gal  procedures  for  outright  elimination  of  local  governments  through  dis- 
solution of  the  unit  exist  in  most  states.   The  track  record  for  municipal 
dis Incorporation,  however,  has  been  less  than  impressive  (for  many  of  the  same 
reasons  operative  in  consolidation  proposals).   From  1970  to  1976,  only  50 
municipalities  disincorporated  in  the  U.S.  Host,  however,  were  located  in  rural 
areas,  had  fewer  than  1,000  residents,  and  were  declining. in  population. 

Dis incorporation  is  a  viable  option  for  small  cccmmitles,  particularly  tliose 
with  fewer  than  500  residents.   While  such  an  action  can  mean  the  loss  of  services, 
usually  only  the  most  basic  services  are  offered  in  such  commit les,  anyway. 
Depending  upon  the  specific  services  offered  in  these  ccrnunitles,  many  could 
probably  be  picked  up  by  the  county.    Dis  incorporation,  then,  coupled  with  some 
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"beefing  up"  of  county  services  could  aid  In  reducirg  the  numerical  and  financial 
burden  of  local  goverment  In  the  state.   Furthermore,  such  actions,  if  coupled 
with  positive  county  action  could  achieve  the  sane  benefits  that  city-county  con- 
solidation night  achieve,  without  loss  of  services  and  quality  to  the  snail  town. 

Although  not  technically  dislncorporation,  the  abolition  of  township  govern- 
nent  In  South  Dakota  would  fit  within  this  option.    Despite  predictions  of  its 
denlse  twenty  years  ago  because  of  limited  functions  and  the  greater  efficiency 
of  county  goverment s  (Snider,  1957:  Chapter  9),  the  number  of  township  governments 
has  teen  reduced  only  slightly  In  Sou^h  Dakota  and  the  U.S.   In  fact,  township 
units  in  the  Midwest  have  undergone  something  of  a  revival  in  recent  years  with 
the  advent  of  General  Revenue  Sharing.    In  the  eyes  of  many  people,  this  one  federal 
program  has  aone  much  to  reduce  the  Incentive  for  elimination  or  consolidation  of 
townships  (Nathan,  et.  al. ,  1977:141).    In  South  Dakota,  townships  spent  $7.2 
million  in  1982.   Just  over  $6  million  of  this  total  was  psent  on  one  function — 
highways.   Why  have  singl^function  governments  that  are  organized  along  county 
boundaries? 

3.   Functional  Transfers 

Ihe  transfer  of  responsibility  for  a  function  or  service  from  a  local  unit  to 
one  of  larger  Jurisdiction  offers  a  more  incremental  approach  to  restructuring 
local  government.   In  many  states,  In  fact,  transfers  of  function  are  not  seen 
as  permanen'  if  one  unit  pays  another  for  delivering  and  taking  over  the  service; 
it  is  something  which  can  be  revoked.    In  general,  transfers  of  function  Involve 
a  transfer  from  a  municipality  to  the  county  government  or  the  state.   It  may  take 
place  by  "voluntary  action  and  Initiative,  although  transfers  usually  are  mandated 
by  state  law. 

Functional  transfers  differ  frcn  cooperative  or  Interlocal  service  agreenpots, 
or  even  purchase  of  service  contracting,  in  that  the  acquiring  government  assumes 
full  and  permanent  responsibility  for  the  activity,  Including  policy  making, 
financing  and  adninistration.   States  oiten  mandate  transfers.  Minnesota  moved 
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welfare  administration  frcra  cities  to  counties,  and  Florida  shifted  property  tax 
assessment  frcra  the  municipal  to  the  county  level,  for  exanple. 

A  survey  of  cities  conducted  In  1975  Indicated  that  almost  one-third  had 
turned  over  responsibility  for  at  least  one  function  In  the  last  ten  years 
(Zlimernan,  1976).    I  tost  transfers  are  nude  to  counties,  but  around  20  percent 
go  to  special  districts,  and  12  percent  to  states.   Transfers  of  responsibility 
can  achieve  economies  of  scale,  eliminate  duplication,  and  overcome  the  lack  of 
facilities  and  equipment.   The  Advisory  Ccuraission  on  Intergovernmental  Relations 
has  long  advocated  transfers  of  functional  responsibility  as  a  means  for  responding 
to  changing  governmental  and  societal  forces.   Transfers  of  functional  respon- 
sibility to  the  state  level  is  a  viable  option  In  South  Dakota.   In  many  cases, 
transfers  would  certainly  be  volt^ary,  In  others  the  state  would  have  to  mandate 
it.   Short  of  consolidating  or  doing  away  with  local  governments,  transfers  of 
function,  either  from  the  city  to  the  county  l*-.\?i,  or  to  the  state  level  Is  the 
primary  option  for  the  state  In  relieving  the  burden  of  local  government. 

Self-Help  Options 

In  addition  to  structural  changes,  there  are  a  number  of  non-structural  or 
"self -help"  options  open  to  local  governments.   Basically,  these  strategies  are 
desired  to  eith  enhance  the  efficiency  and  effectiveness  of  local  governments  In 
providing  services;  reduce  service  demand,  or  at  least  make  the  consumer  more 
aware  of  the  true  cost  of  services  used;  or  better  utilize  area  ard  community 
resources.  Wliile  the  range  of  options  is  quite  extensive,  only  some  of  the  more 
notable  possibilities  are  discussed. 
1.   Cooperative  Service  Delivery 

Many  governmental  units  enter  Into  a  Joint  service  agreement  for  the  produc- 
tion of  a  desired  service.   For  exanple,  a  city  might  agree  to  respond  lo  calls 
for  police  services  during  night  hours  In  the  county,  thus  reducing  the  burden  on 
the  sheriff's  department.    Such  an  agreement  night  bo  made  on  an  Informal  basis, 
or  It  could  be  formalized  in  writing.    Likewise,  a  municipality  might  contract 
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for  coputer  processing  services  with  a  county,  while  a  county  might  desire 
to  contract  with  a  city  for  code  enforcement  services.    In  any  of  these  cases, 
the  service  might  be  provided  with  no  exchange  of  money  or  resources,  or  the 
service  night  be  provided  on  a  full-cost  basis.    In  the  latter,  the  agreement  is 
lllcely  to  be  formalized  in  writing. 

Joint  service  agreements  are  popular  because  tliey  can  be  entered  into  without 
voter  approval  and  can  usually  be  terminated  easily.   Service  delivery  can  be 
mde  more  efficient  without  redesigning  or  restructuring  the  local  government. 
Among  the  service  areas  most  frequently  covered  by  interlocal  agreements  are 
fire  protection,  law  enforcement,  planning,  bulging  inspection,  and  road  main- 
tenance.  Also,  capital  intensive  services  and  facilities  such  as  sewage  disposal 
and  treatment,  water  supply,  office  buildings,  Jails,  airports  and  other  public 
facilities  are  good  bets  for  this  approach.   Cooperative  service  delivery  is  not 
as  commonplace  in  South  Dacota  as  in  other  locations.   This  Is  primarily  due  to 
the  low  density  of  population  and  the  rural  nature  of  the  state.   A  strong  bar- 
rier is  simply  the  '^willingness  of  rural  local  governments  to  change  their 
practices,  however. 
2.   User  Fees  and  Charges 

Users  of  a  service  can  be  charged  a  fee  tnsed  on  the  amount  of  their  use  of 
the  government-supplied  activity,  thus  putting  the  financial  burden  on  users  of  the 
activity.  Fees  and  charges  should  not  be  developed  for  the  sake  of  revenues 
(although  they  can  do  Just  that),  but  as  a  mean?  for  adjusting  the  amount  of  ser- 
vice demanded  by  individual  citizens  or  private  organizations  and,  thus,  affecting 
the  overall  cost  of  services.   The  rationale  of  this  approach  is  that  the  persons 
who  use  a  particular  service  should  pay  for  it ,  in  accordance  with  their  amount  of 
use.   1hi8  should  cause  peopie  to  consider  the  service's  cost  to  then  and  cause 
them  to  adjust  their  demand  in  proportion  to  the  value  they  set  on  that  service. 
This,  then,  more  closely  approximates  the  business  principle  of  selling  citizens 
only  those  services  they  want.    Ite  use  of  general  revenues,  such  as  property  taxes, 
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drives  up  the  demand  for.  and  consunptior.  of,  services  since  there  is  no  added 
cost  to  the  consumer  and  thus  no  incentive  to  conserve.   Ftees  also  give  govern*** 
managers  and  decision  makers  better  signals  about  the  needed  size  of  public 
facilities  and  equipment  to  provide  services. 

The  key  to  being  able  to  use  i'ees  and  charges  is  that  specific  beneficiaries 
receive  the  service,  and  that  service  can  be  divided  aixng  than  without  a  substantial 
nunber  of  "free  riders."  Pees  and  charges  can  also  take  into  account  other  cost 
aspects  of  service  provision  such  as  location;  for  example,  larger  fees  night 
need  to  le  charged  in  nore  sparsely  settled  areas  of  a  Jurisdiction  to  reflect  the 
added  cost  of  travel  in  providing  the  service,  taong  the  services  which  are 
compatible  with  fees  and  charges  are:  police  and  fire  services;  emergency  ambulance 
services;  teter  and  sewer;  street  maintenance  and  repair;  libraries;  parks  and 
recreation;  soJld  waste  collection  and  disposal;  inspections  and  planning;  and 
certain  health  and  human  services. 

Although  user  fees  and  charges  do  not  carprise  a  major  portion  of  local  govern-  ' 
nent  revenues,  their  utilization  is  increasing.  A  1981  survey  of  local  governments 
found  *\5  percent  indicating  no  opposition  to  the  institution  or  increasing  of  fees 
and  charges  (Katry,  1983:  79).   Ihere  are,  however,  potential  negative  "distribu- 
tional" effects;  low  income  families  and  persons  can  be  locked  out  of  needed  services.' 
l^cal  governments  must  also  be  careful  that  the  charge  for  a  service  has  a  reasonable 
relationship  to  the  cost  of  producing  a  service.   Otherwise,  legal  challenges  to 
fees  and  charges  may  be  successful  in  blocking  them. 
3.    Purchase  of  Service  Contracts 

for  years  local  governments  have  contracted  with  private  ftas  for  a  variety 
of  Public  services,   "today,  purchase  of  service  contracting  is  the  most  widely 
used  alternative  service  delivery  approach.    Itohase  of  service  contracting  can 
be  defined  as  a  binding  agreement  in  which  a  local  government  pays  a  private  firm 
or  non-profit  organization  to  provide  a  specific  level  and  quality  of  service.  The 
local  government  ray  contract  to  obtain  all,  or  a  portion,  of  a  service.  Citizens, 
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through  their  taxes  or  user  fees,  pay  the  local  government,  which  in  turn  pays 


the  contractor. 

Host  local  government  contracts  with  private  and  non-profit  organizations 
are  straightforward  bid  or  negotiated  purchase  of  service  agreements.   Such  con- 
tracts can  be  used  to  reduce  costs  (by  eliminating  personnel,  equipment  and  over- 
head costs),  improve  quality  by  eliminating  the  governmental  monopoly,  and  to 
sirply  enhance  responsiveness  to  citizen  preferences  as  they  change.  Public 
works  is  the  area  where  purchase  of  service  contracting  is  most  often  found. 
Ihis  enccrpas3es  solid  waste  collection,  snow  plowing  and  sanding,  tree  t riming, 
and  street  lightl.Tg  arid  traffic  signal  maintenance.   Human  and  health  services 
are  also  frequent  contract  areas,  as  are  "support"  services  such  as  data  pro- 
cessing, building  and  grounds,  equipment  and  vehicle  maintenance,  labor  relations, 
and  le^l  services. 
A.  Using  Volunteers 

While  not  new,  th-  role  of  volunteer  personnel  in  the  provision  of  public  ser- 
vices has  been  elevated  in  importance  in  recent  years  as  fiscal  retrenchment  has 
taken  hold.   Historically,  volunteers  have  been  the  backbone  of  U.S.  local  govern- 
ment,   bxal  government  planning  and  decision  making  takes  place  through  the 
participation  of  citizens  as  members  of  c  emit  tees  and  advisory  councils  which 
provide  advice  to  cities  and  counties.    Indeed,  in  most  rural  camunitics,  elected 
council  and  c emission  members  are  "volunteers".   Host  small  towns  and  rural  areas 
in  the  U.S.  depend  upon  volunteer  fire  departments  and  lescue  squads.   The  sense 
of  "civic  duty"  undergird3  each  of  chese  examples  of  volunteerlsn. 

Although  volunteers  have  always  been  an  important  part  of  local  government, 
recent  fiscal  trends  have  put  this  factor  in  a  new  light.   Volunteers  are  thus 
seen  as  a  way  of  dealing  with  limited  resources,  as  well  as  holding  down  the  costs 
of  government .   Beyond  these  reasons,  volunteer icm  can  provide  the  important  linch- 
pin between  government  and  the  individual. 
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Voluteers,  by  definition,  are  people  who  work  without  pay  for  a  local  govern, 
nent.   Obey  are  not  given  direct  condensation  for  tine  of  services,  and  they  are 
not  coerced  into  providing  a  service.   Topically  fire  services,  parte  and  recrea- 
tion, and  certain  human  services  are  the  most  volunteer-intensive  local  government 
service  areas.   Volunteer  services  can  go  beyond  this,  however,  and  can  encodes 
things  such  as  the  development  of  personnel  and  pay  plans  for  cities  and  counties, 
software  for  carters,  and  budget  assistance,  Just  to  mention  a  few  possibilities. 

Incorporating  volunteer  personnel  in  local  government  services  and  operations 
requires  some  planning  and  preparation.   Who  can  coordinate  volunteer  personnel; 
can  the  city  spare  a  person,  or  should  a  volunteer  do  this?  will  volunteers  be 
used  on  a  project-specific  basis,  for  on-going  activities,  or  both?  W1H  expenses 
such  as  meals,  uniforms  and  transportation  be  reimbursed?  How  will  insurance  and 
liability  issues  be  handled?  As  a  part  of  a  volunteer  strategy,  many  canities 
have  found  it  helpful  to  enlist  the  support  of  the  business  carmnity  for  supplies 
as  well  as  far  volunteers  from  staff. 

Concluding  thoughts 

Wxeh  ground  has  been  covered  in  this  paper.   At  this  point,  it  is  easy  to  miss 
the  forest  by  focusing  too  much  on  the  trees,  so  to  speak.   While  there  are  a 
nunber  of  options  for  dealing  with  the  local  government  burden  In  South  Dakota,  the 
self-help  strategies  are,  In  many  respects,  band-aid  apprxaches.   m  most  instances, 
such  options  will  not  be  seized  upon  because  of  the  lack  of  political  will  and  the 
dearth  of  management  decision  making  capacity  In  rural  local  governments.  All  In 
all,  the  self-help  options  are  prfcably  best  suited  to  the  urban  counties  and  muni- 
cipalities in  South  Eokota. 

Structural  changes  are  the  most  likely  to  provide  lasting  and  effective  answers 
to  the  local  government  burden  issue  in  this  state,   yet,  experience  in  South  Dakota 
and  elsewhere  Indicates  that  such  changes  are  also  the  most  difficult  to  achieve. 
Because  local  initiative  is  unlikely  to  develop,  state-level  leadership  will,  in 
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all  likelihood,  be  required  to  make  the  structural  changes  necessary  to  maintain 
quality  and  effective  local  government  services  in  the  declining  rural  counties 
and  towns  of  South  Dakota. 

The  federal  government  can  aid  this  process  of  state  leadership  in  helping 


strengthen  the  states.   Such  a  process  has  been  underway  in  recent  years,  rri- 
Darily  through  the  development  of  block  grants.  In  South  Dakota,  a  relatively 
centralized  state,  the  evidence  is  that  the  expansion  of  block  grants  has  served 
to  accelerate  and  reinforce  the  process  of  state  centralization.    At  the  same 
time,  the  federal  government  must  work  to  ensure  that  job  training  and  other 
human  resource  programs  are  targeted  to  rural  areas  undergoing  economic  adjustment. 
In  this  regard,  the  information  base  for  allocating  such  programs  must  be  in- 
proved  so  that  rural  areas  receive  the  furris  that  are  needed  far  human  resources 
programs.   Clearly,  an  agriculture  policy  that  provides  stable  and  positive  net 
incomes  to  farmers  wiU  also  help  the  problems  addressed  in  this  paper.  Parms 
and  ccrrnunities  are  linked;  farm  decline  brings  county  and  municipal  population 
and  economic  resource  decline.  State  and  federal-level  actions  must  be  undertaken 
to  simultaneously  stabilize  rural  economies, and  to  promote  adjustment  of  their 
governing  structures. 


rural  governmental  systems  adjust  to  a  changing  environment  by  continuing  to 
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Senator  Abdnor.  Than\  you  Russ,  we  appreciate  your  comments 
and  your  contribution  to  this  discussion  we  will  be  holding 
throughout  the  day.  I  am  going  to  take  this  opportunity  while  I 
have  every  one  here  to  make  another  announcement,  so  not  to  take 
away  from  our  meeting  this  will  be  quick.  Wednesday,  February 
13,  we  are  going  to  continue  on  with  a  second  hearing  on  this  com- 
mittee for  information  to  take  back  to  Washington.  We  are  out 
here  and  so  is  the  staff,  and  so  I  want  to  take  advantage  of  it  That 
second  hearing  will  be  in  Brookings  at  the  Memorial  Arts  Center 
and  the  subject  is  taxes  and  agriculture.  I  feel  extremely  strong 
about  that  particular  subject,  and  while  we  are  going  to  be  discuss- 
ing a  number  of  subjects,  we  are  going  to  review  the  general  tax 
features  and  undoubtedly  get  on  the  subject  of  the  new  tax,  the  flat 
tax,  depreciation,  and  the  capital  gains. 

But  there  is  another  subject  that  is  dear  to  my  heart  that  I  think 
has  caused  an  awful  lot  of  trouble  in  agriculture,  and  that  is  tax 
sheltering.  There  is  legislation  in  which  I  have  national  interest  in, 
and  in  which  I  also  have  national  opposition  to.  So  we  aren't  kid- 
ding ourselves,  but  I  think  my  interest  is  with  the  farmers  who 
think  like  I  do,  I  would  like  to  hear  from  them,  so  that  day  is  going 
to  be  pretty  well  devoted  to  the  subject  of  tax  sheltering.  Ijust 
want  you  to  know  that.  As  you  notice  today,  maybe  some  of  you 
come  to  talk  specifically  about  one  subject,  but  this  is  the  kickoff, 
this  is  covering  all  the  spectrum  of  rural  America.  I  just  wanted  to 
keep  that  in  mind  as  we  progressed.  I  am  going  to  turn  the  meet- 
ing for  a  second  over  to  Dale  Jahr  for  a  few  comments  on  the 
ground  rules  here. 

Mr.  Jahr.  Thank  you,  Senator  Abdnor.  We  have  many  people 
here  that  want  to  testify  and  we  have  also  been  contacted  by  many 
South  Dakota  groups  and  organizations  who  have  asked  to  give  tes- 
timony at  this  morning's  meeting.  We  also  have  many  topics  for 
discussion  as  the  Senator  says,  and  because  we  have  so  many 
people  here  to  .  Jk  about  so  many  diverse  subjects,  we  have  to  lay 
a  few  ground  rules.  If  you  testify,  you  must  sign  up  on  the  roster 
sheet  that  is  over  by  the  cashier  to  my  right,  in  the  back  of  this 
room,  so  that  we  have  your  full  name  and  address.  Second,  when 
you  are  called  upon  we  would  appreciate  if  you  would  use  a  micro- 
phone. If  it  is  difficult  for  you  to  get  to  a  microphone,  you  will  have 
to  speak  as  loudly  as  you  can  so  that  everyone  will  hear  you  clear- 
ly. We  will  take  this  podium  microphone  down  to  the  floor  level  for 
those  people  who  can  use  the  microphone. 

Please  limit  your  speaking  to  3  minutes.  Please  remember  that 
we  are  interested  in  your  recommendations  and  suggestions  for  im- 
proving the  South  Dakota  economy.  We  would  also  encourage  a 
question  and  answer  format  if  people  in  the  audience  desire  to  ask 
any  of  the  witnesses  questions.  Also,  I  might  add  that  anyone  who 
would  like  to  submit  prepared  statements  to  this  hearing  may  do 
so.  Please  make  sure  that  your  name  and  address  does  appear  on 
your  testimony.  If  you  do  have  prepared  statements,  you  can  either 
hand  it  to  me  or  to  the  court  reporter  who  is  here  with  us  so  that 
we  can  get  it  inserted  into  the  record. 

I  might  also  review  the  different  topics  of  discussion  that  we 
would  Tike  to  get  your  general  comments  on  today.  Those  include 
agriculture  and  agribusiness,  an  assessment  of  main  street,  small 
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business  and  economic  development,  rural  finance,  transportation, 
public  works  and  infrastructure,  deregulation,  native  American 
issues,  rural  health  care  and  elderly  issues,  rural  education,  and 
rural  government.  We  can  learn  so  much  from  you  on  each  of  those 
topics,  so  we  would  appreciate  anything  you  have  to  say  on  those 
topics.  Senator,  at  this  time  I  will  return  it  to  you. 

Senator  Abdnok.  Thank  you,  Dale,  I  think  you  see  what  we  are  l 
driving  at.  While  this  day  is  devoted  to  the  whole  picture  of  agri- 
culture, we  also  need  to  kick  off  things  like  health  care,  rural  gov-  *i 
ernment,  and  all  education  issues.  I  just  want  you  to  know  the  t 
detail  and  strength  of  our  hearings  in  the  year  and  a  half  to  come.  "I 
We  will  start  off  with  our  first  issue  in  the  agricultural  area,  agri-  * 
cultural  business.  I  am  going  to  call  on  Lance  Ekberg  of  Winner  on  '* 
behalf  of  the  American  Agricultural  Movement.  Please  come  for- 
ward Lance.  After  Lance  we  are  going  to  have  Laverne  Aisenbrey 
of  Olivet  who  will  be  testifying  on  behalf  of  the  Farmers  Union.  \ 
Lance  we  welcome  you  here  today  and  we  appreciate  your  coming  1 
way  over  from  Winner  to  speak  on  this  subject.  > j 

STATEMENT  OP  LANCE  EKBERG  ON  BEHALF  OF  THE  AMERICAN  1 
AGRICULTURAL  MOVEMENT,  INC.  ,  \ 

Mr.  Ekberg.  I  am  Lance  Ekberg,  I  am  from  Hamill.  I  am  here  to 
represent  the  American  Agricultural  Movement  today.  The  Ameri-  .< 
can  Agricultural  Movement  has  proposed  some  of  these  items  here  < 
to  be  included  in  the  1985  farm  bill.  Such  as  production  controls,  ,  I 
we  propose  to  establish  a  mandatory  program  through  referendum    »  : 
by  farm  operators  with  quantity  controls  such  as  bushels,  bales, 
pounds  and  so  on,  in  addition  to  a  10  percent  aci  age  reduction.  I 
Production  levels  should  be  established  according  to  inventory 
stock.  Loan  rates  should  be  set  at  not  less  than  70  percent  of  parity 
or  the  average  cost  of  production  on  all  storable  commodities  in- 
cluding milk.  Minimum  nonrecourse  loans,  terms  should  be  36  N* 
months  with  loan  rates  increasing  2  percent  annually  throughout 
1996,  and  remain  at  90-percent  parity  thereafter.  Storage  rates  for 
onfarm  storage  and  commercial  storage  ought  to  be  the  same. 

We  propose  a  national  food  reserve  to  be  established  to  guard 
against  food  shortage,  and  released  only  when  a  food  shortage  has 
been  declared  by  the  House  Agriculture  and  Senate  Agriculture 
Committees.  Inventory  stocks  of  each  commodity  shall  be  set  by  the 
Agriculture  Secretary  and  shall  be  managed  by  the  Commodity 
Credit  Corporation. 

All  agricultural  products  imported  such  as  livestock,  wultry, 
dairjr,  fish,  vegetables  and  so  on  shall  be  labeled  as  to  the  country 
of  origin.  Any  processed  or  commingled  products  shall  be  labeled  as 
such.  All  imported  products  shall  have  the  same  inspection  and 
meet  the  same  standards  as  domestically  produced  products.  Prod- 
ucts containing  residues  of  U.S.  banned  chemicals  shall  not  be  al- 
lowed to  be  imported  into  the  United  States.  Red  meat  imports 
shall  be  controlled  by  a  price  trigger  and  reflect  a  parity  level  con- 
sistent with  other  agriculture  commodities  and  no  agricultural 
products  shall  be  allowed  entry  at  a  less  than  domestic  price  as 
provided  for  at  the  GATT,  General  Agreement  on  Tariffs  and 
Trades. 
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Exports,  United  States  shall  use  subsidies  to  maintain  our 
market  share  in  world  trade  and  this  device  should  include  export 
PIK,  adequate  credit,  interest  buy-down  and  so  on.  The  U.S.  subsi- 
dies should  match  those  by  foreign  governments  hidden  or  direct. 
Farm  tax  loop  holes.  There  should  be  a  maximum  writeoff  of 
$20,000  for  nonfarm  income  through  tax  loss  farming.  Soil  conser- 
vation, the  existing  soil  conservation  programs  shall  be  continued 
and  expanded  to  problem  areas. 

Farm  credit,  reschedule  farm  debts  on  a  case-by-case  basis  to 
allow  the  operators  to  meet  cash-flow  requirements  necessary  to 
continue  operation.  Terms  of  the  loan  for  20-year  maximum  shall 
be  established  by  a  county  committee.  The  county  committee  shall 
be  elected  by  farm  operators  in  a  county  referendum  and  shall  be  a 
functioning  loan  committee  of  no  fewer  than  five  people,  three  of 
which  must  be  farm  operators,  elected  by  their  peers  and  will  in 
turn  appoint  two  others  from  other  financial  communities,  and  one 
holding  public  office.  We  think  that  agriculture,  we  ought  to  quit 
looking  at  agriculture  as  a  problem,  but  we  ought  to  look  at  agri- 
culture as  a  solution.  I  thank  you  Senator  for  the  chance  to  appear 
before  you. 

Senator  Abdnor.  Thank  you,  we  appreciate  it  when  we  ask  for 
comments  on  how  to  improve  the  situation  you  are  doing  exactly 
that,  thank  you.  Our  next  witness  is  Laverne  Aisenbrey,  I  believe 
he  is  here,  I  saw  him  when  I  first  came  in.  Here  comes  Laverne. 
On  behalf  of  the  Farmers  Union.  Before  you  start,  I  want  to  ask,  is 
there  anyone  who  wants  to  testify  from  the  Farm  Bureau?  If  there 
is,  we  will  call  on  you  next. 

STATEMENT  OF  LAVERNE  AISENBREY  ON  BEHALF  OF  THE 
SOUTH  DAKOTA  FARMERS  UNION 

Mr.  Aisenbrey.  Thank  you,  Senator,  I  was  asked  to  come  here 
although  I  haven't  any  prepared  statement,  I  just  came  back  from 
Billings,  MT,  and  when  you  mentioned  my  name  it  kind  of  sur- 
prised me.  We  feel  that  we  have  a  program  that  will  give  income  to 
the  family  farm.  Up  to  now  all  we  have  ever  heard  was  loans,  low 
interest  loans,  disaster  loans,  and  when  it  comes  right  down  to  it 
we  feel  we  have  been  loaned  to  death.  Hutchinson  County  here  has 
been  declared  a  disaster  loan  through  the  flood  we  have  had  all 
spring,  the  wet  season  we  have  had. 

I  went  to  Parkston  and  inquired  about  the  low  disaster  loan  or 
low  interest  disaster  loan  and  I  was  told  that  I  have  to  have  collate 
eral.  Where  am  I  going  to  get  collateral?  The  bank  already  has  it. 
The  5  percent  doesn't  mean  a  thing.  You  can  have  loans  at  1  per- 
cent, it  is  not  going  to  help  us  any.  There  is  no  way  we  can  pay  it 
back,  we  are  loaned  to  death  now.  So  we  feel  we  have  a  program 
that  will  put  some  money  in  the  farmers'  pockets  once.  That  is 
what  we  need. 

Our  program  will  guarantee  every  farmer  in  the  United  States 
at  least  a  net  income  of  around  $20,000  which  we  feel  is  the  aver- 
age income  of  the  American  wage  earner.  Interest,  interest  is  an- 
other thing  that  has  put  us  to  death.  There  is  no  way  we  can  keep 
going  with  the  interest  rate  we  have  today,  we  have  to  get  it  back 
to  at  least  single  digit  interest.  The  fellow  before  me  I  think  said  a 
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lot  of  things  that  we  feel  the  same  way  about,  so  I  am  going  to  cut 
this  real  short  and  if  you  have  any  questions  later  on,  fine  £& 
dandy,  thank  you. 

Senator  Abdnor.  Thank  you,  Laverne,  and  for  others  who 
Si818?1  up  m  ^Presenting  agricultural  groups,  we  will 
Sf£  £  ?le  y°U  a  ch^  .later  on  bemuse  we  already  have  wit- 
R™,.tb*t<haVe  revested  tune  Again  is  anyone  here  from  Farm 
Bureau  that  wanted  to  testify?  They  had  requested  time  and  they 
didn  t  show  up  I  have  Kent  Brick  of  South  Dakota  Rural  Electric 

^$r?&  1  K^,nJ  hereZ-Wt m  ^  to  b*ve  y°u  hlreTKe™ 
Mr.  Brick.  I  will  keep  this  short. 

J?^at0r  A*DN0B-jf  y°u  want  to  put  a  prepared  statement  in  the 
record,  you  have  a  day  or  two  afterward  you  can  still  submit  it,  we 
will  make  sure  that  becomes  part  of  this  testimony. 

STATEMENT  OF  KENT  BRICK  ON  BEHALF  OF  THE  SOUTH 
DAKOTA  RURAL  ELECTRIC  ASSOCIATION 

R™i  vS^l nam  V3  Kent  Brick,  I  represent  the  South  Dakota 
Rural  Electric  Association,  a  State  trade  association  of  the  rural 
electric  co-ops  and  we  are  here  to  support  your  initiative,  Senator. 
We  believe  the  timing  on  this  initiative  is  not  only  appropriate,  but 
the  gravity  of  the  problems  that  w£  in  riuS 

The  speakers  before  have  told  us  about  the  problems  that  we  do 
face,  problems  in  agriculture,  small  business,  education,  and  the 
like.  We  are  also  faced  with  the  Reagan  budget.  The  Reagan  budget 

^  Jas  arbitrarily  placed  rural  America  on  the  chopping 
blocks,  and  on  behalf  of  the  rural  electric  co-ops,  I  am  here  to  tell 
you  that  rural  America  deserves  a  better  and  fairer  shake  than  the 
chopping  block.  Some  of  the  solutions  that  are  being  offered  reflect 
£  Americans  believe  about  Mr.  Reagan  and  about  what  he 
offers  to  solve  our  problems. 

™LSlleverybody  in  *!,  room  believes  as  I  do  that  Mr.  Reagan 
represents  a  stronger  and  prouder  America;  but  the  shake  that  he 
offers  rural  America  is  drastic  indeed.  Before  we  say  as  Mr 
Keagan  believes  that  we  need  to  get  government  out  of  rural  Amer- 
ica, we  need  to  ask  just  what  it  is  that  government  means  to  rural 
America.  We  would  contend  that  government  involvement  in  many 
instances  has  been  part  of  the  solution  to  our  problems  to  equalize 
the  economic  inequalities  that  exist  here  in  rural  America, 
c  Ann i  brings  to  mind  how  we  solve  our  problems  here  in 
S  M^^T^-^l0  what  you  have  done  here  today.  We 
J™1/  S^b  Dakotans  together,  recognizing  that  though  we  have 
hanf  working  Representatives  in  the  U.S.  Congress,  wl  have  very 
little  clout  there.  Everybody  knows  that  the  cities  run  Congress,  ev- 
erybody knows  that  the  people  that  run  Congress  have  very  little 

vLS*  rur£d  ^menca.  So  we  need  to  get  together  to  present  a 
unified  force  and  to  bring,  draw  attention  effectively  to  our  plight 

Now  just  to  briefly  tell  you  about  the  problems  that  we  inthe 
rtfffi^fS?0*  r0g?Un  ^  lam  sure  that  you  are  well  aware  of 
the  fight  that  went  on  with  S.  1300  in  the  last  congressional  ses- 
sion. What  happened  was  it  was  an  attempt  by  our  National  Asso- 
ciation of  Rural  Electric  Cooperatives  to  assure  long  range  financ- 
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ing  for  rural  electrification  to  provide  a  basis  for  affordable,  reli- 
able electric  energy,  a  key  component  to  the  infrastructure  of  our 
rural  economy,  and  what  happened  was  a  stalemate  instigated  by 
the  Reagan  administration  and  a  handfull  of  Senators  that  just 
chose  not  to  listen  to  us. 

We,  as  I  said  Senator,  we  believe  that  a  strong  rural  electric  pro- 
gram is  a  vital  component  in  the  economy  of  rural  America,  and 
we  would  hope  that  whatever  this  task  force  comes  up  with  in 
terms  of  objectives  and  priorities,  that  a  maintenance  of  a  strong 
rural  electric  program  advocating  affordable  and  reliable  electric 
energy  will  be  a  part  of  this  task  force's  priorities.  I  believe  in  your 
letter  announcing  this  initiative,  Senator,  you  said  it  is  time  for 
South  Dakotans  to  roll  up  their  sleeves  and  go  to  work.  We  in  the 
rural  electric  cooperatives  have  all  got  their  sleeves  rolled  up,  have 
always  been  ready  to  work.  You  tell  us  when  you  need  us,  where 
you  need  us,  we  will  be  there,  thank  you. 

Senator  Abdjkor.  Thank  you,  Kent,  for  that  very  good  statement 
and  I  guess  we  all  know  that  rural  electric  has  long  earned  a  lo&l 
of  trying  to  get  our  story  told  and  we  know  of  your  great  contribu 
tion.  I  want  to  say  one  thing  I  am  hopeful  for.  We  are  few  in  num- 
bers, but  as  I  told  my  fellow  colleagues  in  Washington,  like  Bill 
Proxmire  and  every  one  else,  what  I  was  trying  to  do,  I  was 
amazed  to  find  a  lot  of  interest  in  trying  to  get  this  thing  going.  I 
know  if  we  just  talk  on  the  general  subject  we  can  make  some 
progress.  It  is  not  going  to  be  easy,  that  I  know.  Several  times  I 
have  held  off  the  economic  adviser,  last  week  I  found  one  page  of 
testimony  on  rural  America,  let  me  assure  you  he  heard  the  rath 
from  me.  But  all  of  us  have  to  keep  working  on  this  and  get  this 
out  in  front  of  the  people. 

The  lady  who  handles  labor  statistics,  Ms.  Norwood,  admitted 
those  figures  mean  nothing  as  far  as  rural  America  is  concerned. 
They  are  not  slanted  but  we  are  just  a  small  proportion  of  the  over- 
all picture,  only  we  are  down  the  spectrum,  I  mean  down  on  the 
bottom  of  the  pole,  and  they  are  more  concerned  about  the  masses, 
I  guess.  We  appreciate  your  testimony,  thank  you  very  much.  Milt 
Schwaytz.  — -  " 

STATEMENT  OF  MILTON  SCHWARTZ,  EXECUTIVE  VICE  PRESIDENT, 

SOUTH  DAKOTA  BANKERS  ASSOCIATION 

i 

Mr.  Schwartz.  Senator  Abdnor,  Mr.  Jahr,  my  name  is  Milt 
Schwartz,  I  am  the  executive  vice  president  of  the  South  Dakota 
Bankers  Association  headquartered  in  Pierre.  The  three  panelists, 
that  we  see  before  us,  have  articulated  this  morning  those  very 
things  through  historical  fact  and  through  statistics  which  the 
bankers  of  South  Dakota  feel  here  every  night  when  tKey  try  and 
go  to  sleep  and  figure  out  what  they  are  going  to  do  with  this  farm 
customers  and  those  commercial  customers  in  the  morning.  Those 
are  the  things  that  we  are  here  to  talk  *bout. 

Tb~re  is  no  question  m  anyone's  mind  as  far  as  my  members  are 
concerned  about  the  revolution,  or  the  process,  whatever  you  might 
want  to  call  it,  in  which  we  find  ourselves  in  rural  America  right 
no*.  The  fabric,  the  pattern  of  the  fabric  in  agribusiness  and  agri- 
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economy  is  changing  so  fast  that  you  have  to  read  about  it  every 
morning  when  you  got  to  the  office  or  yr  u  get  up  to  do  your  chore! 
nnifc8.  ,  J  know  they  are  cold  but  they  are  important 
P°n2  ^Jf88-  South  Dakota  banks  represent  $1.4  billion  in  farm 
lending.  There  are  150  commerical  banks  doing  business  in  South 
Dakota  Now  you  add  to  that  at  least  another  $1.5  billion  in  com- 
mercial lending  in  the  State  of  South  Dakota,  and  you  see  why  our 
members  have  an  interest  in  what  you  are  doing  here  today,  Sena- 
tor. Another  statistic  which  we  don't  like  to  talk  about,  but  in  1984 
more  banks  failed  m  the  United  States  than  in  any  year  since  1938 
We  have  been  pretty  lucky  in  South  Dakota,  we  haven't  had  any 
that  have  beenhquidated.  Those  few  that  have  had  problems  have 
been  merged,  but  we  still  don't  know  what  might  happen  in  the 

.  J^8^*5*"*  though  for  South  Dakota  banks  I  think,  Senator, 
mdicate  that  they  do  have  a  strong,  strong  position.  The  ratio  of 
equity  capital  to  the  total  assets  for  banks  in  South  Dakota  is  the 
highest  of  any  surrounding  State  in  this  particular  region,  and  our 
equity  to  asset  ratio  is  way,  way  above  the  national  average.  So  the 
banks  m  South  Dakota  are  built  on  a  very  solid  foundation,  but 
that  does  not  mean  that  there  can't  be  problems  and  we  are  here 
to  discuss  that.  So,  we  ask,  you  asked,  and  your  committee  asked 
for  possible  solutions.  In  general  terms  two  things  we  believe  have 
to  be  done. 

No.  1,  a  short  time  effort  probably  on  behalf  or  on  behalf  of  agri- 
cultural by  tne  Federal  Government  to  provide  credit  for  those 
credit  worthy  people  m  the  agricultural  sector  for  planting  in  1985 
Let  s  get  right  down  to  where  we  are.  Second,  there  has  to  be  a  di* 
cussion,  there  has  to  be  planning,  there  has  to  be  a  strategy  for 
long  range  agriculture,  the  agricultural  economy  not  only  for 
South  Dakota  but  for  the  entire  nation.  To  accomplish  that,  we 
have  seen  some  programs  already  at  the  national  level.  For  the 
short  term  the  administration  is  talking  about  some  interest  buy 
downs,  some  other  thmgs. 

The  program  that  came  out  last  year,  our  members  do  not  feel 
was  appropriate,  was  not  used,  and  will  not  be  used.  There  is  e.  dif- 
lerence  in  a  program  which  was  announced  last  week,  and  it  will 
be  most  appropriate  I  think  if  there  is  time  for  some  of  your  ex- 
perts up  there  next  to  you  to  talk  about  that  initiative  by  the  ad- 
ministration. In  closing,  we  commend  you  Senator,  and  your  staff 
and  other  Members  of  the  U.S.  Senate  for  this  initiation.  We  stand 
ready  to  do  all  we  can.  Thank  you  very  much. 

Senator  Abdnor.  I  want  to  ask  you  a  couple  of  questions.  I  mean 
he  is  leaving  and  I  think  he  is  too  important  to  this  overall  prob- 
lem, mor«y,  to  let  him  out  of  our  sight. 

a  j^redSha7dARTZ'  ^  1  WSS  CaUed  the  other  *V«  Senator,  I  am  just 
Senator  Abdnor.  You  may  be  a  hired  hand  but  you  work  for  the 
people  that  are  going  to  keep  these  farmers  in  business.  I  jumped 
Paul  Volcker  of  the  Federal  Reserve  last  week  who  was  in  frontof 
my  Joint  Economic  Committee.  He  had  used  the  word  four  times  in 
his  testimony  and  very  honestly  I  felt  he  gave  the  best  understand- 
ing of  the  overall  problem  that  I  have  heard  from  any  of  these 
people  coming  into  this  committee.  I  kept  his  statement  because  it 
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is  good,  but  he  used  the  word  confidence  four  times,  and  that  is  ex- 
actly what  I  had  in  mind.  Am  I  wrong  in  saying  there  is  a  great 
lack  of  confidence  gradually  eroding  out  here  between  bankers  and 
farmers  and  the  whole  mam  street?  I  hear  that  one  seed  company 
is  going  to  demand  payments  at  delivery.  Is  that  going  on?  I  mean 
are  we  getting  to  the  place  where  farmers,  even  though  they  have 
some  debt,  may  belong  to  a  particular  group  which  may  be  in 
pretty  good  shape,  but  they  are  scared  they  are  going  to  be  next. 
Do  you  find  that  is  going  on  today? 

Mr.  Schwartz.  I  think  there  is  a  great  deal  of  anxiety  in  the 
rural  communities  in  South  Dakota,  and  also  in  the,  what  we  call 
our  metropolitan  areas  in  the  State  of  South  Dakota.  Mr.  Volcker 
is  an  extremely  intelligent  man,  and  I  don't  doubt  that  he  gave  you 
an  excellent  overview.  Mr.  Volcker  you  could  probably  call  the  ar- 
chitect of  the  great  inflation/deflation  that  we  have  seen  in  this 
country  over  the  last  4  or  5  years.  That  has  also  caused  agriculture 
some  problems,  so  nothing  is  ever  black  and  white,  and  confidence 
is  not  necessarily  something  that  I  have  heard  used  in  the  State  of 
South  Dakota.  May  be  used  in  other  places,  but  we  are  finding  a 
great  deal  of  anxiety  developing  between  customers,  whether  it  be 
of  banks  or  whether  it  be  of  retail  outlets,  and  we  are  finding  our- 
selves, Senator,  in  a  position  where  smokestack  America  has  found 
itselfover  the  last  4  or  5  years.  There  is  a  shaking  out  of  this  indus- 
try we  call  agriculture  here  in  South  Dakota. 

Senator  Abdnor.  About  this  uneasiness,  I  asked  Mr.  Volcker 
How  much  of  it  could  you  contribute  to  the  Federal  Reserve  and 
the  FDIC  and  the  Comptroller  of  the  Treasury  and  the  kind  of 
pressure  we  are  putting  on  our  banks  and  our  lending  institutions. 

Is  there  something  to  that,  that  they  could  help  a  lot  by  alleviat- 
ing, readjusting  their  demands  and  their  requirements  on  the  part 
of  banks?  That  was  one  of  my  pleas,  I  don't  know  whether  I  was  on 
the  right  track  or  not 

Mr.  Schwartz.  Yes,  there  are  things  that  could  be  done  at  the 
Federal  level  which  just  can't  be  done  at  the  State  level  relative  to 
what  banks  can  or  cannot  do,  or  how  lenient  they  may  be  with 
their  customers.  You  see,  whether  it  be  a  State  charter  bank  or  a 
national  chartered  bank,  they  are  all  examined  by  regulatory  agen- 
cies, by  the  State,  by  the  Federal  Deposit  Insurance  Corporation,  or 
by  the  Comptroller  of  the  Currency,  they  have  to  be  a  national 
bank,  and  there  has  been  a  lot  of  publicity  lately  about  the  examin- 
ing staff,  not  of  the  State  chartered,  not  from  State  chartered 
banks  because  they  know  what  agriculture  is  like,  but  the  national 
examiners  tuat  sometimes  come  in  from  out  of  State  and  don't 
know  the  difference  between  a  cow  and  a  bull  in  some  instances. 
We  feel  that  is  changing  to  a  certain  extent. 

I  think  there  has  now  crept  into  the  regulatory  agencies  a  feeling 
that  you  are  going  to  have  to  treat  the  loan  portfolios  in  the  banks 
in  South  Dakota  and  other  agricultural  States  in  a  different  way, 
and  we  commend  that.  There  is  lots  of  things  that,  not  lots  of 
things,  but  there  are  things  that  could  be  done  in  the  Federal  tax 
laws  which  could  alleviate  some  problems  right  now  as  far  as  the 
taxing  of  financial  institutions.  So,  we  can  talk  about  it  here,  but 
as  the  gentleman  before  me  stated,  we  are  going  to  have  to  get  that 
idea  across  in  Washington,  yes. 

so. 
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Senator  Abdnor.  You  thought  there  may  be  some  merit  in  this 
new  proposal  of  Block's?  I  mean,  will  that  create  a  little  more? 

Mr.  Schwartz.  I  haven't  had  an  opportunity  to  study  it.  I  have 
read  some  commentary  relative  to  at  least  two  of  the  national 
trade  associations  which  represent  bankers  in  this  State,  and  in  all 
btates,  and  they  seem  to  think  at  Isast  in  the  commentary  in  the 
trade  news  that  there  is  more  merit  to  what  Mr.  Block  has  pro- 
posed now  than  last  fall,  but  everybody  is  still  holding  their  breath, 
nobody  has  seen  the  particulars  really  on  paper.  To  my  under- 
standing, it  s  been  explained  in  large  part  orally  so  far;  and  until  a 
bank  or  anyone  else  in  the  lending  business  can  see  something  in 
black  and  white,  thev  are  not  going  to  get  very  excited  about  it 

benator  Abdnor.  I  absolutely  agree.  The  only  thing  you  can  say 
for  it  is  that  it  is  immediate,  it  starts  now.  There  are  efforts  being 
made  to  liberalize  the  program  and  make  it  more  available  to  alL 
but  that  is  going  to  take  time.  By  the  time  it  goes  through  the  sub- 
committees, committees,  passes  one  body,  goes  through  the  same 
action  on  the  other  side,  then  goes  to  conference,  and  maybe,  who 
knows,  it  might  then  get  a  veto.  That  takes  time,  this  is  in  effect 
now  and  I  am  just  wondering  if  in  its  small  way  it  will  help  a  little 
until  we  do  better.  So  I  guess  you  tried  to  answer  that. 

Mr.  Schwartz.  I  have  tried  to  answer  that,  yes. 

Mr.  Johnson.  You  feel  there  is  a  shake  out  taking  place  in  the 
agricultural  sector.  I  believe  this  is  also  a  shake  out  taking  place 
among  banks  as  well  or  in  financial  institutions. 

Mr.  Schwartz.  I  would  agree. 

Mr.  Johnson.  In  the  industry  do  you  have  a  feel  as  to  the  per- 
ceived risk  that  there  might  be  as  a  result  of  the  linkages  between 
the  various  banks?  As  an  example,  take  under  the  'Sank  Holding 
company  Act  where  you  suddenly  end  up  in  a  sensy  levering  one 

^•4°mthe,equity  °r  another  bank  and  you  can  essentially  pyra- 
mid it.  To  what  extent  does  that  take  place,  and  bow  much  danger 
is  there  involved  here? 

Mr.  Schwartz.  That  is  not  an  easy  question,  Jerry.  Holy  cow. 

Mr.  Johnson.  It  is  a  fear  that  I  have  because  it  is  like  a  pyramid. 
You  take  the  brick  out  on  the  bottom,  how  many  others  are  there 
8  «  eSn  top  of  it?  100  we        situations  of  that  nature? 

Mr.  Schwartz.  In  South  Dakota,  not  to  my  knowledge  to  any 
extent  whatso  ever. 

Mr.  Johnson.  I  am  happy  to  hear  that. 

Mr.  Schwartz.  That  would  be  my  general  answer.  1  think  most 
ot  the  members  of  my  association  would  agree.  You  see,  most  of  the 
members  of  our  association  are  banks  of  $25  million  or  less  in  de- 
posits. 

Senator  Abdnor.  We  are  going  to  go  into  the  next  category.  Let 
me  say  we  have  a  whole  list  of  people  that  have  signed  up  and  we 
are  going  to  call  on,  have  you  signed  up  over  there  yet? 

Mr.  Byg.  I  have  not  signed  up.  I  was  here  is  all. 

Senator  Abdnor.  I  think  we  will  go  into  our  next  category  be- 
cause these  people  have  requested  to  be  here  for  quite  sometime 
now,  and  we  try  to  be  fair  on  this.  The  main  street,  small  business 
and  economic  development,  those  are  all  subjects  of  extreme  impor- 
tance to  us  as  we  talk  about  rural  America.  I  am  going  to  ask  Dave 
McNeil,  South  Dakota  Chamber  of  Commerce  to  kick  off  this  topic 
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Dave,  are  you  here?  Is  anyone  here  representing  the  South  Dakota 
Chamber  of  Commerce?  Well,  if  not,  I  am  going  to  jump  right  into 
Al  Kurtenbach  who  is  with  the  South  Dakota  Manufacturers  & 
Processors.  We  all  know  the  fine  job  that  Al  is  doing  over  at  Brook- 
ings and  we  are  anxious  to  hear  from  you  Al. 

STATEMENT  OF  AL  KURTENBACH  ON  BEHALF  OF  THE  SOUTH 
DAKOTA  MANUFACTURERS  &  PROCESSORS  ASSOCIATION 

Mr.  Kurtenbach.  Thank  you  very  much,  Senator.  It  is  mdeed  a 
pleasure  for  me  to  be  here.  I  happen  to  be  a  resident  of  Hutchinson 
County,  I  spent  the  first  20  years  of  my  life  in  Hutchinson  County, 
so  it  is  always  nice  to  come  back  home  and  see  some  of  the  folks,  I 
recognize  the  faces.  I  want  to  make  a  few  comments  and  then  I  am 
going  to  get  into  the  areas  that  I  think  that  we  can  make  some 
progress  in. 

First  of  all,  I  want  to  say  that  I  am  thankful  to  the  taxpayers  of 
South  Dakota  for  providing  a  school  for  me  to  get  my  college  edu- 
cation. I  had  the  opportunity  to  attend  South  Dakota  School  of 
Mines,  and  then  after  going  down  to  Nebraska  for  a  year  I  came 
back  to  South  Dakota,  and  I  want  to  mention  that  I  think,  I  have 
always  looked  on  South  Dakota  as  the  land  of  opportunity.  I  looked 
on  South  Dakota  as  the  land  of  opportunity  23  years  ago  when  I 
decided  to  come  back  here  for  my  lifetime  career,  and  f  still  look 
on  it  as  the  land  of  opportunity.  I  took  my  lowest  paying  offer  back 
in  1962  to  come  back  to  South  Dakota  and  work,  because  I  think 
there  are  so  many  fine  things  here,  the  people  are  so  fine,  the  op* 

Eortunities  are  so  great,  and  I  have  enjoyed  every  year  pf  my  time 
ere. 

I  think  we  all  look  at  economic  recovery  as  what  money  is  in  it 
for  us.  We  can  talk  in  grand  terms  and  all  that  stuff,  but  at  the 
end  of  the  day  I  think  we  look  at  our  bank  account  and  see  what  is 
there.  If  it  looks  all  right,  then  we  have  economic  recovery,  if  it 
doesn't  look  all  right,  then  we  don't.  So,  I  just  think  that  is  what 
we  are  looking  at.  Now  we  look  at  the  short  term  and  the  long 
term.  I  think  we  all  recognize  that  employment  in  South  Dakota, 
that  is  what  the  retailers  on  main  street  look  at  for  their  economic 
recovery.  If  there  are  no  people  here  making  money,  then  they 
don't  make  any  money.  So  we  nave  to  have  people  in  South  Dakota 
if  we  are  going  to  have  money  in  South  Dakota. 

So  we  are  looking  in  terms  of  employment  opportunity  in  Souta 
Dakota.  Now  I  think  we  ought  to  recognize,  and  let's  be  honest  that 
the  agricultural  employment  in  South  Dakota  has  been  on  the  de- 
cline steadily  year,  after  year,  after  year  since  around  the  1920's. 
So  there  is  nothing  unusual  that  has  happened  here  in  the  last 
year  or  two.  I  think  we  all  know  that  this  has  been  taking  place 
year  after  year  on  a  regular  basis.  So  I  think  v/e  are  kind  of  aware 
over  that.  Second,  I  think  we  have  all  looked  around  the  State  and 
there  are  no  oil  fields,  there  are  no  coal  fields  in  South  Dakota.  We 
are  not  blessed  like  Wyoming  and  North  Dakota,  with  oil  and  coal, 
so  there  is  no  energy  mining  going  to  come  in  to  South  Dakota  and 
going  to  save  us.  We  don't  have  it. 

Third,  I  think  we  recognize  that  tourism,  while  it  is  a  great  con- 
tributor to  the  economy  of  South  Dakota,  is  a  very  cyclical  source 
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of  money.  We  get  tourism  money  primarily  in  the  summer  time,  it 
is  not  here  in  the  winter  time.  So  if  we  are  depending  on  that  to 
save  us,  it  might  be  a  long  haul.  So  that  brings  me  to  the  area  that 
I  am  in  and  that  is  an  area  of  manufacturing  and  technology.  Now 
that  is  not  something  that  is  going  to  help  you  get  your  crop  in  the 
field  this  spring  that  is  for  sure,  but  it  might  help  your  children, 
might  help  your  grandchildren.  I  think  we  have  to  look  at  that  a 
little  bit  too. 

Now  there  are  three  wavs  that  we  try  to  build  our  industrial 
base  m  South  Dakota,  and  through  building  our  industrial  base 
and  our  technology  base,  we  are  able  then  to  provide  jobs.  The  first 
way,  and  that  we  are  all  hear  about  is  the  method  our  Governor 
worked  so  hard  on  that  is  to  invite  people  in.  We  look  outside,  we 
say  there  is  somebody,  they  can  come  in  and  they  can  provide  some 
jobs  for  us,  and  that  is  fine  and  good. 

The  second  way  is  that  we  help  our  existing  industries  to  expand, 
ana  this  is  the  reason  I  am  here  is  because  we  have  a  little  trade 
society  in  South  Dakota  called  the  South  Dakota  Manufacturers  & 
Processors  Association,  most  of  you  have  probably  never  heard  of 
it,  but  we  are  in  fact  active  and  we  are  trying  to  maintain  our  good 
business  climate  in  South  Dakota  so  that  there  will  be  job  opportu- 
nities here  for  your  children  and  your  grandchildren.  We  need  to 
help  those  folks  in  South  Dakota  that  do  have  manufacturing  and 
processing  and  technology  businesses  going  so  that  they  in  fact  can 
expand  und  employ  more  people. 

The  third  way  is  to  grow  our  own  companies.  Now  some  people 
say  well  that  is  nice  to  talk  about,  you  can't  do  it,  so  on,  so  forth, 
there  are  all  kind  of  excuses  for  not  getting  around  to  it  We  can  do 
it  if  we  put  our  mind  to  it  and  get  down  to  it.  I  have  been  involved 
m  15  years  m  a  company  that  we  started  by  walking  the  streets  of 
Brookings  to  get  our  seed  money,  we  invested  and  asked  people  if 
they  were  interested,  now  we  employ  about  198  people. 

Now  what  environment  will  help  companies  get  started?  I  think 
it  is  important  to  ask  that.  There  are  basically  three  categories  of 
this  environment.  The  first  category  is  an  area  where  there  are  a 
lot  of  other  small  technology  companies.  That  is  the  most  fertile 
seedbed  for  new  technology  companies  to  get  started.  Now  we  don't 
have  that  seedbed  in  South  Dakota. 

The  second  most  fertile  seedbed  is  to,  is  that  universities  and  col- 
leges, and  this  has  been  demonstrated  nation  wide.  So  I  encourage 
you  if  you  don't  know  the  folks  at  your  local  university  or  college,  I 
encourage  you  to  get  in  and  find  out  who  they  are,  get  on  a  first 
name  basis  with  the  people  on  the  firing  line,  that  means  the  pro- 
fessors in  the  classroom.  We  have  far  too  much  inhibition  about 
our  people  getting  to  know  the  teachers  in  the  classroom.  How  they 
can  help  out,  finding  the  details.  Get  in  and  know,  ask  questions. 

The  third  is  to  have  new  businesses  start  from  big  businesses,  we 
don  t  have  that  in  South  Dakota,  the  one  thing  we  have  is  our 
schools  and  colleges  and  universities.  So  I  encourage  you  to  support 
them  and  take  advantage  of  them. 

One  thing  that  has  come  up  recently  that  could  lead  to  me- 
thing  is  just  last  week  I  was  asked  to  be  chairman  of  a  committee 
to  get  some  seed  money  in  to  South  Dakota  for  some  research  and 
development  and  that  is  the  National  Science  Foundation  wants 
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us,  they  consider  South  Dakota  to  be  a  deprived  State,  one  of  12 
right  now,  and  they  are  asking  us  to  submit  a  proposal  to  get  some 
research  and  development  funded,  and  they  are  willing  to,  you 
know,  they  say  they  are  going  to  fund  8  to  12  States. 

If  we  can  get  a  reasonably  good  proposal  in,  then  they  will  fund 
up  to  8,  hopefully  they  will  pick  ours,  but  you  know,  there  is  a 
kicker  to  it  as  there  always  is,  and  it  is  going  to  require  a  funda- 
mental change  on  the  part  of  you  people  in  this  room,  on  the  part 
cf  all  the  taxpayers  in  South  Dakota,  and  that  is  this  agency  of  the 
Federal  Government  says  they  will  put  up  $3  million  over  5  years 
if  we  are  willing  to  do  something  ourselves,  you  know,  if  we  are 
willing  to  say  that,  if  we  are  willing  to  recognize  that  industry  and 
technology  is  where  we  need  to  find  jobs  for  our  children  and 
grandcluldren.  The  other  States  recognize  that,  and  the  other 
States  are  going  to  match  that  probably  a  dollar  for  dollar,  and  if 
we  don't,  then  we  are  not  going  to  get  that 

So,  I  am  going  to  be  talking  a  little  more  about  this  over  the 
period  of  the  next  year  and  hopefully  the  folks  in  South  Dakota 
will  realize  this  and  see  it  as  an  opportunity,  and  will  get  some- 
thing going.  I  really  think  that  we  have  tremendous  opportunity, 
we  have  to  be  forward  looking,  and  I  always  think  back  of  being  we 
are  in  Hutchinson  County  Lere  it  makes  sense,  but  back  about  a 
100  years  ago,  my  granddad  got  off  a  train  in  Scotland  in  the 
middle  of  the  winter,  and  he  walked  north  from  Scotland  up  to 
Dimmock,  and  if  you  ever  walked  north  in  the  middle  of  the  winter 
in  South  Dakota,  j  ou  know  that  you  have  got  to  be  convinced  that 
there  are  good  things  ahead.  And  I  am  telling  you,  folks,  we  are 
only  two  generations  away  from  people  that  did  that.  So  let's  do  it 
ourselves,  let's  get  in  there  and  get  some  things  done.  Let's  look 
ahead  and  let's  get  it  done.  Thank  you,  Senator. 

Senator  Abdnob.  Thank  you  Al  for  that  inspiring  speech.  Let  me 
tell  you  people  in  the  audience,  he  knows  of  what  he  speaks.  I  have 
been  to  his  plant,  I  have  3een  part  of  his  family,  a  young  daughter 
working  there  in  that  plant.  I  saw  a  lot  of  those  young  graduates 
out  of  South  Dakota  State  University  working  in  that  plant.  The 
only  thing  he  didn't  tell  you  is  he  also  contributes  to  the  girls  bas- 
ketball program  in  Brookings,  he  probably  has  one  of  the  moot  out- 
standing young  lady  basketball  players  in  South  Dakota.  Thank 
you  Al.  Our  next  witness  is  Mr.  Richard  Schleusener  from  South 
Dakota  State  University,  a  fellow  I  used  to  work  with  in  South 
Dakota  government.  Excuse  me,  South  Dakota  School  of  Mines  and 
Technology.  You  have  to  be  careful  if  you  are  a  politician  talking 
about  these  colleges.  Thank  you  very  much  for  coming  all  the  way 
out  from  Rapid. 

STATEMENT  OF  RICHARD  A.  SCHLEUSENER,  PRESIDENT,  SOUTH 
DAKOTA  SCHOOL  OF  MINES  AND  TECHNOLOGY 

Mr.  Schleusener.  Thank  you,  I  am  happy  to  be  here.  I  have  a 
prepared  statement  that  I  will  provide  to  you,  so  I  will  attempt  to 
summarize  very  briefly. 

Senator  Abdnob.  Thank  you,  that  will  be  made  part  of  the 
recoxl. 
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Mr.  Schleusener.  I  would  like  to  make  two  points,  with  respect 
to  technology  and  rural  America.  There  are  technologies  that  are 
in  existence  now  that  are  drastically  different  than  a  100  years 
ago.  there  will  be  new  technologies  in  the  future  that  are  drastical- 
ly different  than  what  we  are  doing  today.  Technology  in  agricul- 
ture has  displaced  agricultural  laborers.  But  I  would  submit  that  it 
is  necessary  to  maintain  a  base  to  continue  to  develop  new  technol- 
ogy because  if  we  do  not  in  the  United  States  maintain  that  differ- 
ence, our  people  are  going  to  be  subjected  to  competition  from  for- 
eign countries  and  lose  the  competitive  advantage  they  have  be- 
cause of  that  technology,  we  can  illustrate  some  of  these. 

I  think  of  only  two  that  are  current  and  will  have  a  significant 
impact  in  the  near  future.  One  of  these  is  microprocessors,  some- 
times related  to  robots.  The  computer  can  do  things  that  people 
norma  V  have  been  doing  in  the  past,  offers  the  potential  for  sub- 
stantia Action  in  labor  costs  and  can  make  an  enterprise  more 
efficient 

Another  development  on  the  horizon,  I  think,  will  have  a  sub- 
stantial impact,  relates  to  utilization  of  computers  comparable  to 
what  other  businesses  have  gone  through  and  are  now  going 
through  with  respect  to  the  lower  cost  of  the  hardware,  and  the 
greater  availability  of  the  computc-is  that  can  provide  management 
assistance  and  just  as  other  businesses  have  been  forced  to  compute 
enze  ther  management  and  records  because  of  the  competition,  an 
increasing  number  of  agricultural  businesses  will  be  doing  the 
same  thing  in  the  near  future.  So  the  plea  is  to  continue  a  system 
that  new  technology  can  develop  to  help  in  the  future, 
n  ^P8'  ™ 1  had  "*e  Privile&e  of  attending  a  national  meeting  in 
Dallas,  TX  that  was  focusing  on  the  subjects  of  development  of 
high-tech  industries  and  how  this  might  happen  in  various  States. 
There  are  any  number  of  mechanisms  going  on  in  different  States 
nght  now  in  which  the  States  are  taking  the  initiative  to  try  to  do 
this.  Let  me  give  you  some  examples  of  some  mechanisms  by  which 
this  can  take  place,  and  I  use  examples  of  things  that  are  taking 
place.  & 

One  good  example  is  the  speaker  that  just  preceded  me,  the  de- 
velopment of  a  new  electronics  industry,  a  high-tech  industry  that 
is  now  often  running  and  working  effectively.  Let  me  give  you  an 
example  of  what  is  going  on  right  now  in  our  own  campus,  in 
which  one  of  our  professors  developed  some  chemicals  that  can 
stipulate  the  growth  of  roots  substantially,  that  process  has  now 
been  patented.  Those  patented  chemicals  will  be  developed  and 
marketed,  it  turns  out  this  will  be  done  by  a  new  South  Dakota 
business.  So  in  addition  to  the  potential  benefits  and  the  growth  of 
plants,  we  have  the  economic  activity  that  is  generated  from  the 
creation  of  the  new  business. 

As  another  example,  it  is  a  source  of  frustration  to  me  personally 
that  at  the  present  time  approximately  80  percent  of  our  graduates 
have  to  leave  the  State  in  order  to  find  technical  employment.  I 
TOuld  like  to  see  that  turned  around.  One  of  our  graduates  in  the 
1930  s  recently  gave  our  school  a  substantial  gift  to  encourage  the 
development  of  what  he  calls  entrepreneurship  and  technology. 

I  surveyed  the  students  that  were  in  that  clas3,  and  found  to  my 
interest  that  the  majority  of  them,  of  those  students  have  as  a  high 
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priority  objective  for  their  personal  objective  the  long  term  ability 
to  establish  and  manage  and  own  their  own  business  and  therein  I 
think  lies  promise  for  the  future  of  South  Dakota  if  we  can  bring 
some  of  that  brain  power  to  bear  in  our  own  State  instead  of  ex- 
porting it.  In  terms  of  how  this  is  accomplished  there  are  some 
things  going  on  right  now  that  I  think  offers  some  encouragement 
to  try  to  get  a  partnership  between  higher  education  and  the  busi- 
nesses of  South  Dakota. 

We  have  been  working  through  the  South  Dakota  State  Chamber 
of  Commerce  to  take  positive  steps  to  try  to  develop  a  better  part- 
nership and  working  agreement  and  communication  between  busi- 
ness and  industry  and  higher  education.  I  believe  that  those  efforts 
can  and  will  pay  off  in  the  future.  One  last  comment  to  be  made  in 
closing. 

Mention  was  made  earlier  of  the  disadvantage  that  is  a  reality  to 
South  Dakota  by  virtue  of  deregulation,  particularly  in  transporta- 
tion and  in  communication.  That  is  a  reality  that  in  a  de-regulated 
society  we  as  a  sparcely  populated  State  suffer  a  disadvantage.  I 
think  we  need  to  ask  ourselves  what  are  the  relative  advantages 
that  we  have  and  what  are  the  relative  strengths  that  we  have.  It 
has  been  our  privilege  over  the  past  years  to  frequently  have  on 
our  campus  as  commencement  speakers  high  ranking  officers  in 
major  U.S.  corporations. 

A  common  theme  that  runs  through  my  conversation  with  these 
people  when  they  come  to  our  campus  is  this,  I  have  been  told  on 
repeated  occasions  they  prefer  to  come  to  agricultural  midwestern 
States.  Why,  because  they  find  there  a  stronger  remnant  of  the 
work  ethic  than  they  find  in  other  parts  of  the  United  States.  We 
talked  about  the  person  that  walked  north  in  South  Dakota  winter, 
we  have  some  residuals  of  that  work  ethic  here  that  give,  I  believe 
give  as  a  base  on  which  we  can  indeed  do  those  kind  of  things  that 
will  help  us  in  the  long  run  and  make  some  opportunities  for  us 
arising  out  of  the  current  problems.  Therein  I  think  lies  our  hope 
to  the  future  and  thank  you  for  the  opportunity  to  comment  here, 
Senator. 

[The  prepared  statement  of  Mr  Schleusener  follows:] 
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Prepared  Statement  op  Richard  A.  Schleusener 
TECHNOLOGY  AND  RURAL  AM2RICA 

I.  INTOOIXJCriDN 

Rural  America  is  in  economic  trouble,    ihis  fact  is  evident  frcra 
the  increased  current  public  attention  given  to  problems  of  American 
agriculture,    while  the  productive  power  of  American  agriculture  con- 
tributes to  a  favorable  U.S.  balance  of  trade  frcra  agricultural  ex- 
ports, a  combination  of  the  high  value  of  the  American  dollar  and  in- 
creased foreign  competition  has  produced  increasing  economic  stress  in 
American  agriculture,   These  factors  lead  to  a  dual  objective  for  many 
American  farm  operators  to  survive  economically  in  the  next  decade  and 
to  strive  to  build  to  a  position  of  prosperity  as  we  move  to  the  21st 
century.    My  comments  give  some  brief  observations  on  the  role  of 
technology  in  rural  America  in  this  setting. 

II.    IMMEDIATE  ECONOMIC  RELIEF  FROM  TECHNOLOGY? 

The  Actors  that  are  currently  affecting  American  agriculture  ad- 
versely are  not  likely  to  bo  eased  by  any  single  or  simple  solution. 
Technology  can  and  rfill  have  an  impact  op  agriculture,  but  technology 
provides  no  panacea.    A  more  premising  approach  is  co  explore  how 
technology  might  be  utilized  in  the  long  term  to  benefit  American 
agriculture. 

IIL    APPROACHES  EDP.  LCNG-TERM  IHHWMMT  IN  THE  ECDNCMIC  HEALTH 
OP  RURAL  AMERICA 

Agricultural  research  to  improve  agricultural  productivity  is 
sometimes  criticized  because  of  its  impact  on  the  agricultural  labor 
force.    Agricultural  technology  has  produced  drastic  changes  in  the 
composition  of  the  American  work  force  during  the  history  of  the 
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United  States,    In  the  nation's  early  years  we  had  a  work  force 
primarily  engaged  in  agriculture.  In  contrast,  we  now  have  less  than  5 
percent  of  our  population  actively  involved  in  production  agriculture. 
Although  trends  continue  for  larger  and  larger  farm  units  with  a  con- 
sequent reduction  in  our  agricultural  population,  the  number  of  per- 
sons impacted  will  be  less  than  in  the  past  because  the  current  number 
of  persons  employeed  in  agriculture  is  relatively  small.   Reducing  or 
eliminating  research  on  production  agriculture  would  be  a  tragic  mis- 
take because  a  termination  of  support  of  such  research  would  mean  that 
American  farmers  would  become  less  competitive  than  their  foreign 
counterparts  and  as  a  consequence,  lose  even  more  of  their  markets  in 
a  competitive  world  economy. 

The  technological  applications  having  the  greatest  premise  for 
immediate  utilization  in  agriculture  are  those  which  can  assist  in 
providing  improved  productivity  or  quality  and  reduced  cost  for  more 
effective  competition  in  world  markets.   What  are  some  of  these  tech- 
nologies that  offer  potential  to  give  such  productivity  improvements? 
Seme  of  these  are  related  to  recent  developnents  in  computer  technol- 
ogy.  TVo  developnents  are  worth  mentioning.   One  relates  to  the  ap- 
plication of  microprocessors  to  agricultural  production  problems. 
Microprocessors,  the  term  applied  to  miniturized  computers  used  in  a 
mode  for  monitoring  and  control  of  various  processes,  offer  sig- 
nificant cost  advantages  to  many  industries,  including  agriculture. 
Such  devices,  including  robots,  can  be  used  to  control,  on  a  program- 
med basis,  a  variety  of  industrial  applications  and  processes,  and  in 
many  cases  serve  as  substitutes  for  human  labor  at  substantially  lower 
costs.    The  application  of  microprocessors  and  robots  to  agriculture 
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is  a  relatively  recent  development  and  is  one  that  has  the  potential 
for  substantial  oast  reductions  to  make  American  agriculture  more 
competitive  in  worldwide  markets* 

Another  application  of  computers  has  the  potential  for  cost  reduc- 
tion and  enhancing  the  probability  of  economic  survival  for  scrae  farm 
operators.   This  application  is  possible  because  personal  computers 
are  now  available  with  enhanced  capacity  and  with  relatively  low  cost. 
These  improvements  permit  individual  farm  operators  to  use  personal 
computers  (a  variety  of  brands  are  available)  that  can  utilize  new 
computer  software  for  improved  management  of  the  farm  enterprise. 

I  recently  discussed  with  the  owner  and  manager  of  a  Rapid  City 
business  his  perceptions  that  his  current  business  environment  differs 
drastically  frcm  that  which  existed  ten  years  ago.   The  reason  given 
was  that  introduction  of  computers  to  inventory  control  and  other  ele- 
ments of  his  business  operation  had  reduced  costs  substantially  and 
had  made  significant  changes  in  his  business  and  in  the  businesses  of 
his  competitors,   since  use  of  computers  is  becoming  widespread  for 
business  management,  individual  businesses  have  little  choice  except 
to  computerize  their  business  procedures  to  remain  competitive.  We 
can  expect  this  trend  to  accelerate  in  American  agriculture  in  the 
next  few  years. 

I  personally  have  been  involved  in  South  Dakota  and  adjacent 
states  in  research  directed  at  beneficial  weather  modification.  The 
research  results  frcm  these  and  other  efforts  leave  little  doubt  in  my 
mind  that  beneficial  results  are  possible  frcm  this  technology. 
However,  technical  uncertainties  remain  on  the  potential  for 
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beneficial  utilization  on  a  larger  scale.    These  technical 
uncertainties  are  equalled  or  exceeded  by  the  socio-economic  questions 
posed  by  society  for  use  of  the  technology  on  a  larger  scale.   As  a 
result,  more  research  is  necessary  before  the  technology  can  be  ap- 
plied with  confidence. 

Many  other  areas  of  technology  have  the  potential  to  benefit  rural 
Anerica.   These  include  biotechnology,  energy  and  soil  and  water  con- 
servation, and  genetics  research  for  improved  crop  and  livestock 
production. 

For  the  long  terra  health  and  prosperity  of  American  agriculture, 
we  must  maintain  a  research  base  to  develop  new  ideas  and  new  tech- 
nologies which  can  be  applied  to  the  practical  problems  of  agricul- 
ture.   The  land  grant  system  which  has  been  in  existence  for  more  than 
a  century,  provides  a  partnership  of  federal,  state,  and  local  support 
for  agricultural  research  which  should  continue.  An  ongoing  research 
program  will  benefit  not  only  ftnerican  agricultural  producers,  but 
Anerican  consumers  as  well. 

IV.    FOSTER  CEVECOIWBNT  OF  NEW  ENTHHRISES  IN  RURAL  VCRICA 

The  census  of  1980  revealed,  for  the  first  time,  a  movement  away 
from  increasing  population  concentrations  in  major  dtl  as  in  the 
United  States.   This  wiange  in  population  pattern  suggests  that  there 
is  a  preference  on  the  part  of  many  individuals  to  move  away  from 
larger  cities  into  semi-rural  areas  as  a  preferred  location  to  live. 
We  also  note  that  there  continues  to  be,  in  the  current  agricultural 
economic  crisis,  a  displacement  of  population  away  from  an  exclusive 
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dependence  on  a  farm  enterprise  to  a  situation  in  which  individuals 
may  combine  a  part-time  or  full-time  job  with  an  agricultural  ' 
enterprise.   For  these  reasons  development  of  new  businesses  in  rural 
areas  can  provide  a  benefit  by  providing  full-time  or  part-time 
employment. 

Many  states  have  developed  state-funded  programs  to  attempt  to  en- 
hance the  development  of  new  enterprises,  with  many  of  than  related  to 
so-called  "High-Tech"  industry.   One  of  our  defined  objectives  at 
SDSM&T  is  to  assist  in  the  *oonanic  development  of  the  community  and 
of  the  state  by  encouraging  such  enterprises* 

What  are  the  mechanisms  for  trying  to  accomplish  this  objective? 
Several  approaches  are  possible.   To  give  an  illustration,  seme  of  the 
members  of  our  Onanist ry  department  recently  developed  a  chemical  that 
provides  significant  increases  in  root  growth  after  exposure  .  J  the 
newly  developed  chemical.   This  process,  recently  patented,  is  now 
being  licensed  to  a  new  South  Dakota  firm.    This  new  enterprise  will 
provide  an  additional  increment  of  employment  which  will  be  a  benefit 
to  the  community  and  to  the  region.   The  benefits  from  the  additional 
economic  activity  generated  by  th_  new  business  are  in  addition  to 
whatever  benefits  may  be  generated  by  the  enhanced  production  frcm  the 
use  of  the  patented  chemical. 

A  further  illustration  can  be  given.    Traditionally,  most  of  the 
students  that  have  come  to  us  at  the  South  Dakota  School  of  Mines  and 
Technology  have  been  frcm  south  Dakota.    Unfortunately  most  of  them 
have  to  leave  the  state  after  graduation  in  order  to  obtain  technical 
employment,   we  would  like  to  change  thi,,  situation  so  that  the  state 
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of  South  Dakota  could  have  the  benefit  of  the  brainpower  of  these 
young  people.    It  is  our  belief  that  in  the  long-run  the  encouragement 
and  developnent  of  "heme  grown"  industries  from  technological  applica- 
tions can  ease  this  problem.    It  also  has  the  potential  for  enhance- 
ment of  the  economic  base  of  the  state.   As  an  example,  one  of  our 
graduates  in  the  1930s  left  the  state  and  founded  a  firm  which  grew 
large  enough  to  merit  a  listing  on  the  New  York  Stock  Exchange.  This 
graduate  r'jcently  provided  a  substantial  gift  for  support  of  the 
developnent  of  a  course  in  Entrepreneur  ship  and  Technology  on  our  cam-  . 
pus.   I  recently  surveyed  the  young  people  who  were  students  in  this 
experimental  course  and  fowid  that  many  of  them  had  the  long-term  ob- 
jective of  becoming  owners  and  managers  of  their  own  businesses.    I  am 
hopeful  that  we  can  encourage  the  idea  of  entrepreneur  ship  in  technol- 
ogy in  our  students  and  faculty.    Such  efforts  will  stimulate  economic 
opportunities  in  a  rural  state  and  will  complement  our  traditional  in- 
dustries of  agriculture  and  tourism. 

Various  approaches  have  been  used  by  different  states  to  attempt 
to  stimulate  development  of  new  enterprises.    One  common  theme  in 
these  developments  is  the  effort  to  try  to  develop  working  partnership 
arrangements  between  higher  education  faculty/staff  and  the  local 
business  and  industry.    I  am  encouraged  by  efforts  currently  rode.:  way 
by  South  Dakota  businesses,  through  th  i  South  Dakota  State  Chamber  of 
Commerce,  to  attempt  to  develop  improved  relationships  between  South 
Dakota  business  and  south  Dakota  higher  education. 

Bast  policy  in  our  state  has  been  to  give  top  fiscal  priority  to 
the  teaching  functions  of  college  faculty.   This  is  an  Important 
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priority,  but  the  past  failure  to  provide  opportunity  for  individual 
faculty  members  to  be  more  than  classroom  teachers — to  be 
"Professors" — has  hindered  economic  development.    In  order  for  a 
faculty  member  to  be  an  effective  link  between  new  developments  and 
research  on  a  college  campus  and  industry  and  business,  time  must  be 
provided  for  such  interaction.    T  am  encouraged  by  the  current  indica- 
tions of  interest  frcm  South  Dakota  businesses  to  develop  more  active 
partnerships  between  South  Dakota  hitfier  education  and  industry.  I 
believe  that  these  efforts  can  assist  in  developing  new  businesses  of 
a  high-tech  nature  and  provide  additional  employment  opportunities  for 
the  people  of  our  state. 

In  an  era  of  deregulation,  a  state  with  a  low  population  base 
probably  has  a  built-in  cost  disadvantage  in  communications  and 
transportation  as  compared  to  more  densely  populated  states.   What  are 
our  competitive  advantages?  On  many  occasions  we  have  been  fortunate 
to  have  high-level  corporate  officers  frcm  major  companies  as  our  com- 
mencement speakers  at  the  south  Dakota  School  of  Mines  and  Technology. 
One  of  the  comments  that  frequently  comes  frcm  these  individuals  in  my 
conversations  with  them  is  their  comment  that  they  prefer  to  hire  in- 
dividuals for  their  companies  that  come  frcm  an  agricultural 
background  because  of  the  rennants  of  the  work  ethic  are  more  common 
in  an  agricultural  state  than  in  other  states.   The  presence  of  this 
work  ethic  constitutes  an  advantage  that  exists  in  South  Dakota.  It 
is  my  hope  that  we  will  see  continued  research  in  agriculture,  and 
continued  development  of  job  opportunities  in  new  high-tech  in- 
dustries.   If  this  happens  technology  can  make  a  useful  impact  on 
agriculture  and  benefit  the  citizens  of  South  Dakota. 
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The  South  Dakota  School  of  Mines  and  Technology  is  celebrating  its 
100th  anniversary  this  year.   As  we  enter  our  second  century  it  is  ray 
hope  and  my  expectation  that  we  can  continue  to  provide  quality  educa- 
tional programs,  and  that  we  can  also  make  a  useful  impact  in  enhanc- 
ing the  economic  development  of  the  community  and  the  state. 


NOTE:  I  thank  Dr.  Ray  Hoops,  President  of  South  Dakota  State 

University  (SDSU) ,  and  Dr.  tylo  A*  Rellickson,  professor  and 
Department  Head  of  Agricultural  Engineering  at  SDSO.  for  the 
helpful  conversations  I  had  with  then  during  the  preparation  of 
this  statement.    Responsibility  for  the  statement,  is,  of 
course,  that  of  the  author. 

Senator  Abdnor.  Thank  you  Mr.  Schleusener  for  those  good  mes- 
sages because  I  think  that  needs  to  be  made  a  part  of  the  record 
that  all  is  not  hopeless  by  any  means,  and  there  is  a  lot  to  think 
about  for  the  future.  Hopefully  these  young  people  here  from  the 
schools  will  soon  be  going  to  college  and  planning  their  lives  get 
hope  out  of  that  too.  It  is  a  great  place  to  be  in  South  Dakota  and 
we  still  think  we  have  a  lot  to  offer.  Is  Dean  Dale  Clement  here, 
someone  out  of  the  University  of  South  Dakota  School  of  Business 
said  they  would  be  here,  is  someone  here  from  that  group?  How 
about  the  South  Dakota  Department  of  State  Development,  that  is 
a  tourism  group?  How  about  Mr.  Ray  Rinff  from  the  University,  is 
he  here?  If  not,  we  have  a  number  of  people  who  have  requested  to 
be  heard  and  I  am  going  to  jump  into  the  health  care  issue.  As  I 
talked  to  those  people  in  that  industry  I  know  it  is  of  great  concern 
to  all  of  us,  and  when  you  talk  about  rural  America,  it  is  a  subject 
that  can't  be  ignored.  Rural  health  care  throughout  South  Dakota 
and  our  reservations  throughout  the  State. 

So,  at  this  time,  I  want  to  call  David  Custis  from  the  Wall  Clinic, 
is  he  here?  He  is  from  the  Wall  Clinic  Assistants  Program  which 
has  done  a  great  job  of  taking  up  some  of  the  needed  care  for  South 
Dakota.  Thank  you  for  coming  <ill  the  way  from  Wall.  The  next  one 
I  am  going  to  call  on  after  you  is  Frank  Drew  of  South  Dakota  Hos- 
pital Association,  and  Mr.  Val  Farmer  of  the  West  River  Mental 
Health  Association,  and  Mr.  William  Bergman  of  USD,  if  he  is 
here. 

STATEMENT  OF  DAVID  CUSTIS,  R.N.,  ON  BEHALF  OF  THE  WALL 

CLINIC 

Mr.  Custis.  In  an  attempt  to  provide  the  rural  areas  of  South 
Dakota  with  health  care,  trie  1974  legislature,  by  legislative  man- 
date, charged  the  USD  School  of  Medicine  with  the  task  of  develop- 
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ing  the  planning  of  a  4  year  degree  granting  medical  school  that 
would  place  emphasis  on  family  practice. 

Further  concern  for  providing  health  care  to  the  rural  areas  of 
South  Dakota  promoted  the  1975  legislature  to  appropriate  $60,000 
for  the  development  and  implementation  of  a  program  for  physi- 
cian extenders.  In  its  charge  the  University  of  South  Dakota  School 
of  Medicine  developed  a  new  program  under  the  direction  of  Dr. 
Robert  Haves,  the  plan  called  for  the  physicians  extenders  to  be  lo- 
cated in  Wall,  Murdo,  and  White  River  with  Dr.  Hayes  supervising 
all  three  clinics.  Community  support  foi  the  physician  extender 
program  was  overwhelming  and  a  local  volunteer,  non-profit  com- 
mittee was  quickly  organized  to  handle  the  business  affairs  of  the 
proposed  clinic. 

Financial  support  for  the  project  not  only  came  from  the  Federal 
and  State  government,  but  also  from  community  minded  citizens, 
organizations,  and  local  government.  Over  the  10  year  history  of 
Wall  Clinic  many  things  nave  changed.  The  most  significant  thing 
being  that  the  Wall  Clinic  has  $rown  from  a  government  supported 
entity  to  a  nearly  self-supporting  organization  as  providing  rural 
health  care  to  a  communitythat  cannot  afford  the  fulltime  service 
of  a  doctor  or  a  hospital.  The  clinic  now  contracts  privately  with 
Dr.  Robert  Hayes,  a  supervising  physician.  We  are  made  up,  we 
have  a  nine  person  voluntary  board  that  meets  monthly  to  assist 
myself  with  the  financial  affairs  of  the  clinic. 

In  rural  America  there  is  a  definite  maldistribution  of  doctors. 
Health  care  providers  tend  to  go  to  large  cities  where  they  can 
make  a  standard  of  living  suitable  to  their  life  style  Thus  clinics 
like  Wall,  Murdo,  and  White  River  had  to  be  set  ^  to  the 
medical  needs  of  western  South  Dakota.  This  pa*v  yeai  the  Wall 
Clinic  saw  3,689  patients.  The  area  in  which  the  clinic  serves  is  a 
6,000  square  mile  area.  Many  of  these  people  have  to  drive  over 
rough  gravel  roads  to  get  to  our  clinic. 

However,  you  never  hear  of  any  complaints  because  without  the 
clinic  in  Wall,  many  of  them  would  have  to  travel  anywhere  from 
70  to  100  miles  one  way  to  see  a  health  care  provider.  When  I  first 
came  to  Wall  I  received  a  call  late  one  night  from  a  mother  who 
wanted  me  to  see  her  little  girl  who  was  complaining  of  a  severe 
ear  ache.  I  asked  her  how  long  it  would  take  her  to  get  to  the 
clinic.  She  stated  about  1  hour  since  they  lived  45  miles  north  of 
Wall.  Dr.  Hayes  and  myself  treat  both  young  and  the  elderly,  but  I 
believe  the  best  service  we  provide  is  the  care  for  the  elderly.  Here 
is  an  age  group  in  which  it  becomes  more  and  more  difficult  to 
travel  50  to  60  miles  one  way  to  see  a  doctor,  specially  when  they 
do  not  have  any  means  of  transportation  to  take  them  there. 

Not  only  do  we  provide  care  at  the  clinic,  but  will  make  house 
calls  when  they  are  unable  to  get  to  the  clinic.  Last  week  on  a  cold 
snowy  night  I  traveled  to  Quinn,  a  small  town  5  miles  from  Wall  to 
see  an  elderly  man  suffering  fr^m  the  flu.  The  daughter  thanked 
me  over  and  over,  because  without  us  being  here  it  is  really  tough 
living  out  in  no  where.  The  sunnier  time  when  the  tourist  season 
is  in  a  full  swing  in  Wall,  the  tourists  come  to  the  clinic  with  any- 
thing from  sore  throats  to  congestive  heart  failure.  They  are  also 
very  thankful  for  the  clinic  in  Wall.  So  much  that  last  summer  I 
saw  a  patient  from  Chicago  with  a  sore  throat,  they  had  heard 
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about  the  clinic  from  a  neighbor  who  had  been  in  the  clinic  a 
month  earlier. 

In  rural  America  we  have  been  reading  about  ambulance  serv- 
ices closing  down  because  of  not  enough  volunteers,  in  Wall  we 
have  a  crew  of  10;  81  hour  EMTs  and  1  specie"  tilled  ambulance 
technician.  I  can  honestly  say  this  crew  has  r-  «rd  countless  lives 
and  it  is  frightening  to  hear  where  these  hmsA\  towns  are  losing 
this  vital  service. 

Another  important  part  of  rural  health  is  the  home  health  care 
provided  by  our  public  health  nurses  and  home  care  such  as  what 
Rapid  City  Regional  Hospital  has  set  up  for  our  area.  This  helps 
people  to  stay  in  their  own  homes  as  long  as  possible.  So  in  conclu- 
sion, rural  health  does  have  its  problems.  The  closing  of  small  town 
hospitals  and  the  retiring  physicians  who  are  having  a  hard  time 
finding  someone  to  replace  them,  but  there  is  a  bright  spot  and 
that  is  the  r*ral  health  clinic  set  up  some  10  years  £go  to  meet  the 
needs  of  rural  America. 

We  thank  the  U.S.  Congress  and  our  own  State  legislature  for 
setting  up  rural  ambulatory  care  clinics  which  are  providing  a 
most  valuable  service  to  rural  America.  Thank  you  Senator.  Dr. 
Robert  Hayes,  he  wanted  to  thank  you,  he  could  not  be  here  to  tes- 
tify, but  this  has  become  a  very  valuable  thing  to  the  western 
South  Dakotan,  and  if  you  are  ever  in  Wall,  coffee  is  still  a  nickel 
at  the  drug  store.  So  feel  free  to  stop  please. 

[The  prepared  statement  of  Mr.  ^<stis  follows:] 
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Prepared  Statement  of  David  Cusns 


The  Rural  Health  Concept 


In  attempting  to  provide  the  rural  areas  of  the  State  of  South  Dakota  with 
primary  health  care,  the  1974  South  Dakota  Legislature,  by  Legislative  mandate, 
charged  the  University  of  South  Dakota  School  of  Medicine  with  the  task  of 
developing  and  implementing  a  four-year  degree  granting  Medical  School  that 
would  place  emphasis  on  Family  Practice. 

Further  cor.cern  for  providing  health  care  to  the  rural  areas  of  the  State 
of  South  Dakota  prompted  the  1975  Legislators  «.o  appropriate  $60,000  for  the 
development  and  the  implementation  of  a  program  for  physician  extenders. 

In  its  charge,  the  University  of  South  Dakota  School  of  Medicine  developed 
the  new  program  under  the  direction  of  Dr.  Robert  Hayes.    The  plan  called  for 
physician  extenders  to  be  located  in  Wall,  Hurdo  and  White  River  with  Dr.  Hayes 
supervising  all  three  extenders  from  Wall. 

Community  support  for  the  physicians  extender  program  was  overwhelming 
and  a  local  volunteer  non-profit  committee  was  quickly  organized  to  supervise 
the  business  affairs  of  the  proposed  clinic.    Financial  support  for  the  project 
not  only  came  from  the  Federal  and  State  government  but  also  from  community 
minded  citizens,  organizations  and  Local  government. 

Over  the  ten-year  history  of  the  Wall  Clinic,  many  things  have  changed. 
The  most  significant  thing  being  that  the  Wall  Clinic  has  grown  from  a 
government  supported  entity  to  a  nearly  self-supporting  organization  that  is 
providing  Rural  Health  Care  to  a  community  that  cannot  afford  the  full-time 
services  of  a  doctor  or  hospital. 
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The  clinic  now  contracts  privately  with  Or.  Robert  Hayes  as  supervising 
physician  and  the  nine  perso,,  volunteer  board  of  directors  neets  monthly  to 
assist  Physician  Assistant,  David  Custis,  with  the  financial  affairs  of  the 
clinic. 

The  magnitude  of  operating  a  rural  clime,  50  miles  from  Rapid  City 
Regional  Hospital,  and  the  challenge  it  presents  can  best  be  summarized  by 
Mr.  Custis. 

In  Rural  Mierica  there  is  a  definite  maldistribution  of  doctors.  Health 
Care  Providers  tend  to  go  to  large  cities  where  they  can  make  a  standard  of 
living  suitable  to  their  life  style. 

Thus,  clinics  like  Wall,  Murdo  and  White  River  had  to  be  set  up  to  meet 
the  medical  needs  of  Western  South  Dakota. 

This  past  year  the  Wall  Clinic  saw  3,689  patients.    The  area  in  which  the 
clinic  serves  is  a  6,000  square  mile  area.    Many  of  these  patients  have  to  drive 
over  rough  gravel  roads  to  get  to  our  clinic.    However,  you  never  hear  of  any 
complaints  because  without  the  clinic  in  Wall  many  of  them  would  have  to  travel 
anywhere  from  70-100  miles  one  way  to  see  a  Health  Care  Provider. 

When  I  first  came  to  Wall  I  received  a  call  late  one  night  from  a  mother 
who  wanted  me  to  see  her  little  girl  who  was  complaining  of  a  severe  earache. 
I  asked  how  long  it  would  take  her  to  get  to  the  clinic.  She  stated  about  an 
hour  since  they  lived  45  miles  north  of  Wall. 

Dr.  Hayes  and  myself  treat  both  the  young  and  the  elderly.    But  I  believe 
the  best  service  we  provide  is  the  care  for  the  elderly.   Here  is  an  age  group 
in  which  it  becomes  more  and  more  difficult  to  travel  50-60  miles  to  see  a 
doctor  especially  when  they  do  not  have  any  means  of  transportation  to  take  them 
thero.    Mot  only  do  we  provide  care  at  the  clinic  but  will  make  house  calls 
when  they  are  unable  to  get  to  the  clinic.    Last  week  on  a  cold,  snow  night 
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I  traveled  to  Ouinn,  five  miles  from  Wall,  to  see  an  elderly  man  suffering  from 
the  flu.    The  daughter  thanked  me  over  and  over  for  being  here  because  it  is 
tough  living  in  no  where. 

In  the  sunnier  time  when  the  tourist  season  is  in  full  swing  in  Wall,  the 
tourist  come  to  the  clinic  with  anything  from  sore  throats  to  congestive  heart 
failure.    They  are  also  very  thankful  for  the  clinic  in  Wall.    So  much,  that 
last  summer  I  saw  a  patient  from  Chicago  with  a  sore  throat.    They  had  heard 

about  the  clinic  from  their  neighbor  who  had  been  in  the  clinic  a  month  earlier. 
In  the  rural  areas  we  have  been  reading  about  Ambulance  Services  closing 

down  because  of  not  enough  volunteers.    In  Wall  we  have  a  crew  of  ten  81-hour 

EMT'S  and  one  Special  Skilled  Ambulance  Technician.    I  can  honestly  say  this 

crew  has  saved  countless  lives  and  it  is  frightening  to  hear  where  small  towns 

are  losinq  this  valuable  service. 

Another  important  part  about  Rural  Health  is  the  Home  Health  Care  provided 

by  our  Public  Health  Nurses  and  Home  Care  such  as  what  Rapid  City  Regional 

Hospital  has  set  up  for  our  area.    This  helps  people  to  stay  in  their  own  homes 

as  long  as  possible. 

In  talking  about  Wall  one  cannot  leave  out  that  Wall  Drug  is  not  only  a 

souvenir  shop  but  al-o  has  a  well-staffed  Pharmacy  who  also  serves  a  6.C00 

square  mile  area. 

So  in  conclusion,  Rural  Health  does  have  its  proolems;  the  closing  of 
small  town  hospitals  and  the  retiring  physician  „ho  is  having  a  hard  time  to 
find  someone  to  replace  him.    But  there  is  a  bright  stop  and  that  is  the 
Rural  Health  Clinic  set  „?  some  10  years  ago  to  meet  the  needs  of  Rural  America. 

We  thank  the  U.S.  Congress  anc'  our  own  State  Legislature  for  setting  up 
Rural  Ambulatory  Care  Clinics  which  «.re  providing  a  service  to  Rural  America. 
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Senator  Abdnor.  Thank  you  for  that  outstanding  report.  I  am 
well  aware  of  the  work  you  and  Dr.  Hayes  do,  I  watched  you  start 
out  at  Wall  when  I  was  still  in  the  State  legislature  almost.  Any 
way,  you  have  been  there  a  long  time.  This  points  out  something,  I 
would  like  to  have  people  back  East  and  in  Congress  know  that 
people  spend  an  hour  to  get  health  care,  and  that  is  probably 
almost  the  average  out  in  your  country. 

Mr.  Cusns.  When  I  told  a  rancher  what  I  was  going  to  do,  he 
said  good,  and  go  tell  Senator  Abdnor  I  drove  60  miles  to  see  you 
and  if  I  went  to  Rapid  I  would  have  to  drive  140  miles  one  way.  So 
they  have  their  problems,  and  they  have  their  problems  with 
ranching,  but  there  is  one  bright  spot  they  do  see. 

Senator  Abdnor.  This  is  the  kind  of  information  we  need  and  I 
hope  we  get  it  from  other  parts  of  the  United  States.  Everything  is 
not  perfect  where  it  might  be.  They  often  have  an  abundance  of 
medical  technicians  and  doctors  and  everything  that  goes  with  it  in 
large  big  cities,  but  rural  America  has  been  skipped  in  many  cases. 
Next  witness  is  Frank  Drew.  I  guess  Mr.  D»*ew  is  not  here.  Is  Mr. 
Bill  Bergman  here?  Good.  From  the  University  of  South  Dakota. 

STATEMENT  OF  BILL  BERGMAN,  PROFESSOR  OF  BUSINESS  STA- 
TISTICS, SCHOOL  OF  BUSINESS,  UNIVERSITY  OF  SOUTH 
DAKOTA,  AND  DIRECTOR*  HEALTH  ADMINISTRATION  PRO- 
GRAM 

Mr.  Bergman.  Senator  Abdnor,  folks,  colleague  Jerry  Johnson,  I 
don't  know  exactly  what  hat  I  am  wearing  here  today  because  I 
have  played  in  a  lot  of  arenas.  I  am  a  native  South  Dakotan,  I  am 
a  professor  of  business  statistics  at  the  School  of  Business,  I  am  the 
director  of  the  Health  Administration  Program.  I  didn't  really 
cc  He  with  a  prepared  statement,  but  3  minutes  ago  I  heard  my 
name  mentioned  and  I  whipped  out  one.  I  would  like  to  give  this 
statement. 

I  am  here  to  express  my  pleasure,  Senator  Abdnor  at  your  rural 
initiative,  I  offer  my  support.  As  I  said,  I  don't  have  a  prepared 
statement  but  I  am  here  to  say  that  I  accept  your  invitation  to  join 
the  Abdnor  task  force  on  the  rural  economy.  Whatever  expertise  I 
have  developed  over  the  years  I  volunteer  to  help  put  in  to  perspec- 
tive the  needs  of  my  native  South  Dakota,  and  of  rural  America. 
With  that  objective  in  mind,  and  listening  very  hard  to  what  is 
being  said  here  today,  we  are  hearing  South  Dakota  speak  today, 
building  on  the  past,  cognizant  of  the  present,  working  together,  we 
will  develop  strategies,  we  will  cope  with  this  adversity,  we  will 
adjust,  and  we  will  survive.  South  Dakota  has  truly  one  outstand- 
ing asset,  that  is  this  highly  trainable,  highly  adaptable  people. 
Let's  get  our  confidence  up.  Working  together,  we  can  do  it,  thank 
you. 

Senator  Abdnor.  Thank  you.  Our  next  witness  is  Paul  Stahl  of 
Bridgewater.  I  believe  the  next  witness  following  Stahl  will  be  Joe 
Mieran. 

STATEMENT  OF  PAUL  STAHL 

Mr.  Stahl.  Thank  you  Senator,  we  are  planning  on  getting  down 
to  the  real  issues.  I  am  a  62  year  old  farmer  from  McCook  County, 
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I  started  farming  on  a  regular  basis  when  I  was  13  years  old.  Today 
J.Pave  81X  sons  farming  with  me.  Farming  has  always  been  a  hard 
life.  There  are  many  things  we  can  handle.  We  can  handle  drought, 
flood,  and  many  things  we  can  handle,  but  I  would  like  to  talk 
about  some  things  we  can't  handle. 

We  can't  handle  unfair  competition,  unfair  competition  from  for- 
eign governments.  Let  me  explain.  My  son  with  his  father-in-law 
has  an  annual  registered  sale  in  Bidman,  ND.  In  1983  I  went  to 
that  sale,  there  were  many  Canadian  buyers  there,  and  they  made 
three  real  good  sales,  the  Canadian  buyers  on  these  bulls.  They 
found  out  they  couldn't  get  the  bulls  home.  It  took  90  days  to  take 
those  bulls  m  to  Canada.  Then  they  went  and  inquired  how  fast 
these  bulls  could  come  in  from  Canada,  it  took  24  hours.  I  oversee 
sort  of  seven  farms. 

In  1984,  let  me  say  we  are  hog  farmers  mostly.  We  sold  our  hogs 
to  Morrell  for  24  years.  In  1984  we  came  to  Morrell  and  backed  up, 
we  couldn  t  unload  the  hogs.  They  were  full  of  Canadian  hogs,  we 
had  to  find  a  different  market.  That  went  on  all  summer.  McCook 
County  hadn  t  fed  any  fat  cattle  practically  for  10  years,  not  be- 
cause we  are  inefficient  feeders,  we  have  the  corn,  we  produce  the 
calves  and  can  feed  them,  why  can't  we  feed  them?  Your  tax  laws, 
Senators,  prevent  us  from  it.  Not  because  you  were  inefficient, 
same  way  with  the  company  putting  up  the  big  hog  operation  in 
Nebraska,  we  can't  compete  with  it. 

Senator  Abdnor.  Thank  you,  Joe  Mieran. 

STATEMENT  OF  JOE  MIERAN 

Mr.  Mieran.  First  of  all  I  would  like  to  commend  you  for  two  of 
the  bills  on  the  table  S.  371  on  farm  credit  and  S.  244  which  deals 
with  tax  laws  in  farming.  I  think  these  two  are  issues  that  are  very 
vital  to  the  farm  economy.  First  of  all,  many  farmers  need  credit, 
and  I  think  this  will  help  along  with  that. 

Second,  we  can  not  compete  with  tax  loss  farmers,  people  who 
make  a  lot  of  money  in  other  business  and  then  use  fanning  as  a 
tax  loss  credit.  I  think  another  vital  issue  is  that  we  need,  we 
cannot  compete  with  foreign  government  subsidies.  You  mentioned 
France  before,  I  think  it  is  somehow  our  government  needs  to  sub- 
sidize us.  If  it  is  not  a  direct  subsidy,  it  has  to  be  some  type  of  law 
that  will  enable  that.  Another  thing  I  think  that  farmers  may  need 
is  some  legislation,  however  it  might  be,  to  encourage  more  small 
farmers  so  that  there  is  more  revenue  generated  in  the  small  com- 
munities and  I  think  that  will  in  turn  benefit  your  small  communi- 
ties, thank  you. 

Senator  Abdnor.  Thank  you  Joe.  I  just  want  to  say  that  we  are 
working  hard  on  those  two  particular  bills,  and  I  couldn't  agree 
more  on  the  foreign  competition.  We  all  know  one  of  the  biggest 
problems  we  have  is  that  we  start  out  at  a  30  percent  disadvantage 
when  the  product  is  sold  overseas  because  our  products  are  so  high 
in  relation  to  other  countries,  this  is  a  serious  disadvantage.  It  is 
something  that  has  to  be  paid  attention  to  if  we  ever  hope  to  get 
back  in  the  export  market.  We  are  falling  off.  Our  balance  of  trade 
is  going  to  be  a  deficit  of  over  $140  billion  this  year.  It  wasn't  too 
many  years  ago  when  it  was  a  plus.  So,  it  not  only  affects  agricul- 
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ture  but  the  whole  economy  of  the  country.  That  kind  of  a  deficit 
takes  away  a  lot  of  jobs  in  this  country,  I  can  assure  you.  So,  we 
appreciate  your  commentL.  The  next  gentleman  is  Bill  Schraeder. 
Is  Bill  here?  I  understand  Ms.  Pat  Overweg  and  Mr.  Schraeder 
want  to  come  in  together,  that  is  fine. 

STATEMENT  OF  PAT  OVERWEG 

Ms.  Overweg.  Senator  Abdnor,  Bill  and  I  would  like  to  share 
with  you  some  of  our  concerns  with  our  local  FmHA.  We  believe 
that  FmHA  in  Aurora  County  has  acted  irresponsibly.  We  went  in 
there  to  apply  for  a  loan  and  we  were  told  that  there  was  no  sense 
in  us  even  applying,  they  couldn't  help  us  any  way.  This  forced  us 
in  to  a  chapter  11  where  we  lost  all  of  our  cattle  and  all  of  our 
hogs.  The  FmHA  people  were  very  rude.  When  you  go  in  there  you 
are  made  to  feel  worthless,  you  are  made  to  feel  ashamed.  You  are 
always  called  a  poor  manager  and  in  the  next  breath  he  will  tell 
you  that  he  realizes  the  problems  out  here  are  adverse  weather, 
low  prices,  and  high  interest.  The  FmHA  people  are  not  informed 
of  their  loan  limits.  When  we  went  in  in  November  and  applied,  he 
told  us  he  said  you  are  over  the  limit,  and  the  limit  is  $100,000.  In 
April  1984  the  limit  had  been  changed  to  $200,000,  and  our  supervi- 
sor didn't  even  know  it.  Our  supervisor  has  showed  favoritism. 

In  our  county  it  is  not  what  you  know,  but  who  you  know.  There 
is  money  available  to  certain  people  and  a  lot  of  it.  We  have  got 
oroof  of  this  by  mortgages  where  he  said  he  was  only  allotted 
$300,000  for  the  year  and  we  found  $500,000  that  he  loaned  against 
land  alone  to  six  people.  And  it  ranked  from  anywhere  from  2 
years  to  40  years.  They  don't  know  their  appeal  procedure.  If  it 
wouldn't  have  been  for  Les  Mehlhaf  we  could  never  have  met  with 
our  county  committee.  It  took  four  phone  calls  that  day  to  appeal 
back  to  the  committee. 

Our  supervisor  fought  us  all  the  way  until  Les  iinally  called 
Washington  twice  and  finally  called  back  and  he  said  these  people 
have  the  right  to  meet  with  the  committee.  We  met  with  the  com- 
mittee, but  by  then  it  didn't  do  no  good  because  our  supervisor  had 
gotten  to  them  first  and  all  they  did  when  we  walked  in  was  look 
at  their  clock  and  their  watch  and  tell  us  we  had  30  minutes  to  go 
over  everything  that  happened  in  the  last  2  years.  They  have  never 
informed  us  of  our  deferral  rights.  They  have  never,  or  the  rights 
to  reamortize  anything. 

I  went  to  a  meeting  at  Oldham  and  I  talked  to  Mr.  Gunderson,  I 
should  say  I  was  very  upset  when  I  talked  to  him  and  very  mad, 
and  I  told  him  what  was  going  on  and  he  said  he  would  meet  with 
me.  So  I  went  up  there  and  met  with  Dexter  Gunderson,  and  we 
walked  into  this  room,  sat  down  and  we  had  tape  recorders  going 
and  he  pointed  to  me  and  said  you  are  going  to  do  all  the  talking, 
you  have  made  some  serious  allegations  here  and  I  want  them 
brought  out.  At  present  was  cur  supervisor  Larry  Colbridger,  and 
our  District  Man,  Mel  Simeck  and  Mr.  Gunderson,  and  itlr.,  oh,  I 
can't  remember  the  administrative  official's  name,  and  myself,  and 
Monte  Haugen  and  my  husband,  and  I  did  most  of  the  talking  and 
when  I  got  done,  I  asked  Mr.  Gunderson  v/hat  was  the  result  or  if 
they  wanted  to  ask  any  questions  and  he  told  us  it  was  none  of  our 
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business  that  it  was  an  administrative  problem  and  that  he  would 
handle  it.  Nothing  has  been  done,  we  were  never  told  what  we 
were  going  to  do,  if  we  can  get  in  to  FmHA  or  not. 

Last  year  in  our  community  we  had  three  suicides,  and  due  to 
the  stress  on  the  farm,  and  I  am  afraid  we  are  going  to  have  more 
to  follow  if  something  is  not  done,  what  is  happening  out  there  is 
very  serious  and  I  don  t  think  our  boys  in  Washington  realize  how 
bad  it  is  out  here  We  haye  got  to  keep  these  young  farmers  going, 
and  as  farmers  like  my  dadrs  age  that  are  being  done  in  and  it  is 
not  right.  I  am  not  up  here  to  give  any  ideas  on  how  to  stop  it,  I 
guess  I  am  not  smart  enough  for  that,  all  I  want  to  do  is  farm  and 
keep  my  farm  I  have  a  petition  here,  Bill  and  I  have,  that  was 
signed  by  over  150  people  in  our  town  or  our  county  that  the  super- 
visor Jake  Garen,  a  lot  of  people  were  scared  to  sign  it  because 
they  were  afraid  if  he  seen  the  signatures  on  there  that  they  would 

*  n^eUsame  b??t,wt  are  We  feel  that  that  is  why  we  can:t 
get  a  FmHA  loan  is  because  he  knows  we  put  this  petition  out,  and 
we  would  like  to  turn  this  in  as  testimony.  Thank  you. 

Senator  Abdnor.  Thank  you,  Pat.  Mr.  Schraeder. 

STATEMENT  OF  BILL  SCHRAEDER 

Mr.  Schraeder,  Senator,  my  statement  is  pretty  much  the  same 
as  fats.  I  have  the  petition  here.  We  were  cautioned  this  morning 
not  to  look  .or  villains,  unfortunately  there  are  villains  out  there, 
and  l  think  in  our  own  situation  here,  an  investigation  would  be  in 
order  of  our  county  FmHA  office.  Any  help  you  can  give  us  there, 
you  know,  would  sure  be  appreciated.  I  was  once  told  that  county 
supervisors  get  a  bounty  for  all  farmers  that  they  can  liquidate 
before  they  are  in  so  far  that  they  can't  clear  their  self.  I  ap- 
proached Dexter  Gunderson  with  this,  asked  him  directly,  he  said 
no,  he  says  you  have  that  wrong,  that  is  not  a  bounty,  he  says  that 
M  a  bonus  for  office  management.  Whatever  you  call  it,  you  know, 
the  results  are  the  same  either  way.  Whatever  terminology  you 
use.  So  here  is  the  petition  and  I  v-ill  submit  that  to  you. 

Senator  Abdnor.  Thank  you,  Bid.  It  is  hard  to  realize  this  sort  of 
thing  is  happening  and  we  will  certainly  try  to  check  into  it 

Mr.  Schraeder.  This  is  why  I  would  like  seme  type  of  investiga- 
tion to  find  c  ;t  exactly  what  is  going  on  and  if  FmHA  is  setting  up 
to  work  against  us  or  for  us. 

Senator  Abdnor.  Are  most  of  these  people  people  who  have  had 

»ine^  m    the  FmHA  or  are  a  lot  of  them  supporters? 

Mr.  Schraeder.  We  found  it  easier  to  get  people  in  town  to  sup- 
port it  and  sign  it  than  we  did  farmers,  because  the  biggest  reason 
we  got  from  farmers  to  not  sign  it  is  we  have  to  go  into  FmHA  to 
apply  for  services,  we  don't  want  to  cut  oar  own  throat.  Most 
Pe°Ple  in  town  who  signed  it  said  I  have  nothing  directly  to  do  with 
FmHA,  but  his  own  attitude  strikes  me  wrong,  you  know. 

Senator  Abdnor.  Is  it  more  of  an  attitude  or  was  he  unfairly 
judging  these?  I  mean  sometimes  people  can't  say  no  pleasantly 
when  you  have  a  problem.  The  people  who  have  these  problems 
really  have  been  eligible  in  most  ways  for  the  loan? 

Mr.  Schraeder.  A  lot  of  the  people  I  talked  to  out  there  when  I 
was  visiting  with  them  said  never  again  would  they  ever  go  into 
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that  FmHA  office.  They  went  into  inquire  about  what  help  might 
be  available  to  them,  and  they  said  when  they  left  there  they  felt, 
you  know,  really  put  down,  they  said  they  would  not  subject  them- 
selves to  that  kind  of  treatment. 

Senator  Abdnor.  Thank  ycu  very  much.  I  appreciate  having 
that.  It  is  easy  to  prepare  a  bill  for  everybody's  problem,  they  give 
you  something  to  talk  about.  But  one  of  the  bills  I  am  preparing  I 
feel  very  strongly  about.  I  started  reading  about  Secretary  Block's 
partners  borrowing  $600,000  from  FmHA  and  I  found  out  that  even 
people  in  South  Dakota  add  up  to  $1  million  and  $3  .million  in 
loans.  I  tried  to  remember  how  FmHA  got  started  and  what  it  was 
all  about,  so  I  had  my  young  agriculture  legislative  man  work  with 
the  Library  of  Congress,  we  have  been  researching  the  FmHA  law 
ever  since  it  was  put  into  being  and  the  changes  which  have  taken 
place.  I  think  it  needs  restructuring  and  brought  back  to  what  it 
was  originally  intended  for.  We  want  to  make  sure  we  have  the 
right  form  and  bill  when  we  do  it  This  is  ridiculous,  this  is  not  for 
people  to  speculate,  it  is  supposed  to  be  something  to  help  people 
get  through  a  tough  time.  For  a  million  dollar  loan  you  can  make  a 
lot  of  small  ones  that  would  serve  a  very  useful  purpose.  We  are 
looking  into  that,  and  we  hope  we  can  find  support  .or  that,  be- 
cause that  bothers  me  and  I  want  you  people  to  know  this.  I  know 
how  you  feel  and  how  emotional  this  probl^  is,  but  I  have  been 
hearing  comments  from  the  people  on  comm^tees  who  handle  this, 
including  the  Chairman  of  the  House  Agriculture  Committee.  The 
secretary  and  his  partners  maybe  rightfully  so,  for  the  big  loan  the 
gentleman  currently  was  asking  for  is  $600,000.  The  only  thing 
wrong  is  that  it  was  legal,  with  the  way  we  are  administering  the 
program  it  was  perfectly  legal.  I  wish  I  could  tell  Mr.  Delagrasso  to 
quit  complaining,  and  long  ago  put  some  legislation  in  to  restruc- 
ture it.  Well,  we  are  going  to,  and  I  hope  we  can  come  out  with  a 
workable  bill. 

Ms.  Ovbrweg.  I  would  like  to  put  something  on  to  what  I  said. 
We  have  8  hours  of  tape  where  we  have  taken  it  in  and  talked  with 
our  supervisor.  We  have  proof  to  what  we  said.  There  is  8  hours  of 
tapes  on  there  where  he  tells  us  that  we  have  33  percent  return  on 
our  farm  plan,  and  I  am  going  to  tell  you  just  like  he  said  it,  he 
said  hell,  Ivan,  this  thing  looks  too  good  and  he  kicked  us  out.  He 
said  if  all  farmers  had  33  percent  return  on  their  investment,  we 
wouldn't  have  the  problem  we  have  today,  and  we  were  done. 

Senator  Abdnor.  You  say  you  know  Les  well  and  we  can  stay  in 
touch? 

Ms.  Ovbrweg.  Yes. 

Senator  Abdnor.  Its  been  brought  to  my  attention  that  we  need 
to  have  a  break  here.  I  think  that  the  people  have  prepared  a 
lunch  in  the  back.  Wait  a  minute,  let's  make  this  announcement. 
We  will  recess  for  about  30  to  40  minutes.  We  will  come  right  back 
and  take  witnesses  from  the  audience. 

[A  lunch  recess  was  taken  at  this  point.] 


Senator  Abdnor.  We  will  bring  the  subcommittee  back  to  order. 
Our  first  witness  to  start  off  the  afternoon  is  Lois  Kirschenman. 


AFTERNOON  SESSION 
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STATEMENT  OF  LOIS  KIRSCHENMAN 
Ms.  Kirschenman.  I  do  appreciate  this  chance.  We  have  made  a 
lot  of  phone  calls  in  the  last,  I  would  say  the  last  6  months.  We 

Jif™  «£!r-a  l0t  py^e  to  get  their  ear-,  trying  to  tell 

them  there  is  a  problem  out  here,  so  we  do  appreciate  this 

Senator  Abdnor.  Thank  you. 
^i^"^^- 1»  myself,  am  just  a  farmers  wife.  It  never  oc- 
curred to  me  that  I  would  ever  be  m  a  position  like  this  to  have  to 
beg  for  food  for  our  family,  and  the  right  to  produce  food  for  a 
Nation  and  the  world.  We  have  four  children,  and  the  oldest  one  is 
14,  she  drives  a  tractor,  she  did  most  of  the  field  wovk  this  fall,  the 
youngest  one  is  six,  we  have  had  to  go  to  burning  wood,  to  keep  our 
home  warm  because  we  do  not  have  fuel,  we  cannot  afford  to  buv 
more  fuel,  so  we  have  a  stove  in  the  basement  and  she  carries  in 
the  wood.  There  is  a  lot  that  we  as  family  fanners  do  just  to  sur- 


vive. 


There  are  twe  things  in  our  Nation  that  are  realities.  The  first 
thing  we  heard  a  lot  about  at  the  inauguration  and  that  was  the 
homeless  m  Washington,  DC.  It  is  not  just  the  farmers  that  are 
having  problems,  it  is  not  just  rural  America.  There  are  homeless 
people  in  Washington,  DC,  there  are  homeless  people  in  all  our 
large  cities.  We  are  appalled  that  this  happens  to  a  Nation  that  is 
strong.  If  there  are  already  homeless  people  in  our  cities,  where  do 
the  fanners  go  when  they  arc  homeless.  It  is  happening.  I  know  of 
two  families  that  have  been  evicted.  I  know  of  anoteone  they  are 
trying  to  evict,  I  know  of  another  one  they  are  trying  to  sell  hi* 
machinery.  I  know  of  o  fourth  one  who  is  not  in  default,  is  ~orth 
three  times  more  than  he  owes  and  he  has  been  asked  to  sell  his 
sows  and  his  cows.  The  only  income  that  man  has.  His  only  cash 
flow,  PCA  asked  him  to  sell  them.  To  what  end,  I  don't  know.  He  is 
producing.  He  is  producing  grain  to  feed  them  with,  he  is  produc- 
ing red  meat  to  sell,  but  PCA  says  you  are  going  to  have  to  either 
go  to  another  lender  or  have  an  injection  from  your  father-in-law 
to  keep  your  farming  operation  goinj. 

We  have,  I  don't  know  if  you  would  call  it  a  hot  line,  somethimes 
x  call  it  a  desperate  lme.  It  was  never  set  up  to  be  a  hot  line,  and  I 
reaLy  never  knew  when  people  started  calling  that  it  would  run  in 
w>  this  problem.  People  call  us  that  need  food.  People  call  us  and 
say  I  am  going  to  be  evicted,  we  are  being  foreclosed  upon,  what 
are  my  rights.  As  a  result  of  this,  I  have  studied  this,  and  I  have 
come  to  one  cone  usion  from  this  morning,  and  it  changed  my  com- 
plete lme  of  speaking  to  you  and  it  was  this,  the  economists  of  this 
State  say  that  it  is  gomg  to  be  a  continuing  trend. 

We  should  have  more  industry,  but  our  industry  is  layin*  off 
people  by  the  thousands.  I  don't  know  what  the  answer  is.  Theprc- 
ducers  of  food  are  producing,  and  it  is  being  sold  and  it  is  beine 
used  and  it  is  going  right  on  down  the  food  line,  and  the  farmer 
cannot  manage?  Why?  Is  it  because  somebody  else  is  making  the 
profit  on  his  food.  Food  costs  go  up,  but  the  farmers  costs  or  the 
farmers  return  for  that  food  doa,  not  go  up.  I  am  telling  you  the 
problem.  Now,  one  more  thinfj,  we  pay  interest.  Our  businesses  pay 
interest,  our  Government  pays  interest,  where  does  the  interest  go? 
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I  really  would  like  someone  to  tell  me.  Where  is  that  interest 
going? 

In  1976  we  were  told  interest  was  8  percent,  we  expanded  into  a 
hog  operation  at  that  time.  By  1981  we  were  paying  19  percent  in- 
terest on  3  month  notes.  Everything  3  months  that  came  due,  and 
it  was  put  on  to  another  note.  And  that  note  charged  interest  on 
the  interest.  That  is  compounding  of  interest.  We  are  poor  manag- 
ers. There  was  only  one  way  to  continue  farming,  and  that  was  to 
borrow  the  money  one  more  time.  The  interest  continued.  We 
couldn't  pay  off  that  note  because  our  expenses  weren't  met.  Even 
though  we  were  producing  a  thousand  220  pound  butchers  a  year 
where  before  we  were  only  producing  300,  we  still  couldn't  pay  it. 
We  had  to  borrow  on  a  debt  to  pay  a  debt.  Is  that  possible  because 
we  are  poor  managers? 

The  banks  flourished,  they  built  buildings.  PCA  flourished,  they 
built  bigger  buildings.  The  industry,  the  businesses  in  our  State 
flourished  because  the  farmer  was  producing— maybe  I  should  get 
back  to  the  purpose  of  agriculture,  the  purpose  of  a  sound  credit 
system  for  agriculture.  It  is  declared  to  oe  the  policy  of  Congress 
recognizing  that  a  prosperous  productive  agriculture  is  essential  to 
a  free  Nation,  and  recognize  the  growing  need  for  credit  in  rural 
ureas,  that  is  the  purpose  for  credit. 

Now,  we  heard  a  story  this  morning  that  touched  our  Senator 
Abdnor's  heart  because  I  could  see  it  on  his  face.  Those  people  are 
still  on  the  farm,  they  are  struggling,  they  are  burning  wood  be- 
cause they  can't  afford  oil.  Now,  we  are  wondering  about  our  lend- 
ers. Our  banker  came  out,  we  were  very  apprehensive.  He  reas- 
sured us,  he  said  I  know  when  you  go  under  we  go  under.  But  he 
said  your  equity  is  gone,  but  he  knows  also  that  our  equity  drops  50 
percent.  He  knows  that,  and  he  says  he  can't  understand  why. 

Now,  we  are  the  producers  of  food  in  our  Nation.  Congress  recog- 
nizes that  producers  of  food  are  the  basis  of  a  strong  economy  for  a 
free  Nation.  Now,  we  have— it  is  a  heavy  thing  to  answer  this 

Shone  day  in  and  day  out  and  know  that  there  is  nothing  we  can 
o,  we  can't  go  to  our  courts  and  get  justice  because  there  have 
been  laws  made  that  say  that  a  farmer  has  no  rights,  and  we  have 
been  trying  to  fight  the  farm  credit  system,  and  I  feel  like  that  the 
things  that  we  have  seen  in  our  Nation  in  the  last  4  weeks  are 
things  that  should  be  investigated. 

I  think  our  Federal  credit  system  shouM  be,  have  a  grand  jury 
investigation  in  this,  and  I  have  here  something  from  Congressman 
Daschle  that  was  put  over  the  air  that  said  that  Federal  Intermedi- 
ate Credit  Bank  of  Omaha  is  in  bad  trouble  financially.  A  week 
later  came  over  the  news  farm  broadcast,  Reno,  public  affairs  spe- 
cialist, the  farm  broadcasters  are  to  give  this  and  it  says  PCA  is  in 
a  very  good  position  financially,  Federal  Land  Bank  is  in  a  good 
position  financially,  and  the  farmers  cannot  send  a  farm  broadcast 
and  say  this  is  the  way  it  is,  but  PCA  and  Federal  Land  Bank  can. 

I  also  have  here  it  is  a  declaration  of  policy  for  Federal  Land 
Bank  and  PCA's,  they  recognize  that  there  is  a  problem  out  here, 
they  also  tell  us  Jhere  is  a  policy  of  forebearance.  We  have  not  ex- 
perienced this  policy  of  forebearance  in  oui  area.  I  told  you  about 
those  people  that  have  been  foreclosed  on  that  weren't  in  default, 
the  people  that  have  a  good  equity  and  do  not  have  a  chance  to 
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work  themselves  out  of  it,  that  isn't  forebearance.  Now,  I  realize  I 
have  taken  my  time. 

Senator  Abdnor.  I  know  your  story  needs  to  be  told,  I  don't  want 
to  cut  you  off,  it  is  just  that  I  have  a  whole  stack  of  other  people 
Ms.  Kirschenman.  I  know  you  do,  we  appreciate  your  effort  of 
coming  out  and  talking  to  us,  but  I  would  urge  you  Senator  Abdnor 
to  get  some  farmers  m  there  on  that  board.  I  realize  the  economists 
can  see  the  situation,  but  the  family  farmers  are  the  ones  who 
have  lived  with  it,  who  are  suffering  with  it,  and  maybe  they  can 
help  you  to  deal  with  this.  ' 

Senator  Abdnor.  Heaven  knows  we  need  all  the  help  we  can  get 
to  get  this  message  across.  You  tell  a  very  telling  story  and  I  wish 
we  had  some  quick  answers  for  you.  Hopefully  in  the  days  ahead 
something  is  going  to  help  the  situtation.  I  did  introduce  legislation 
in  that  I  am  getting  a  lot  of  interest  in  which  would  allow  farmers 
to  keep  income  for  living  expenses  for  planting  their  crop  before 
IvmHA  is  allowed  to  receive  payments  from  the  farmer.  We  have 
^opes  for  that,  and  I  realize  it  is  just  a  small  part,  but  everything 
helis  m  this  land  of  a  case. 

Ms.  Kirschenman.  How  do  we  pay  it  back,  we  can't  meet  our  ex- 
penses, we  have  no  hope  of  paying  it  back.  I  appreciate  this,  there 
is  something  being  done  so  we  can  plant,  but  why  should  we  plant? 

Senator  Abdnor.  You  make  a  good  point. 

Ms.  Kirschenman.  If  we  canpt  pay  it  back.  I  mean  if  the  food 
producers  stop  producing. 

Senator  Abdnor.  You  are  in  Hutchinson  County"? 

Ms.  Kirschenman.  I  am  in  Yankton  County. 

Senator  Abdnor.  You  were  flooded  out  2  years  in  a  row. 

Ms.  Kirschenman.  Yes  we  were  flooded  out  this  spring. 

Senator  Abdnor.  I  know  prices  are  horrible  and  depressing  but 
those  floods  probably  caused  more  problems  than  anything  espe- 
cially without  a  crop.  J  6 

Ms.  Kirschenman.  Yes. 

Senator  Abdnor.  Thank  you. 

Ms.  Kirschenman.  I  want  to  thank  Les  Mehlhaf  for  sticking  in 
there  and  listening  to  us. 

Senator  Abdnor.  He  is  a  good  man,  he  is  real  good  at  that. 
Thank  you.  This  next  gentleman  uses  a  Cody,  NE,  address  but  I 
know  he  lives  m  South  Dakota  because  we  have  business  with  him 
from  Washington  ever  since  I  have  been  back  there,  let's  hear  from 
Oarth  Barnes  who  has  come  all  the  way  from  Cody. 

STATEMENT  OF  GARTH  BARNES 
Mr.  Barnes.  Thank  you,  Senator.  I  would  like  to  say  it  is  a  privi- 
lege to  be  here  right  now.  Specially  a  privilege  to  follow  this  ladv 
that  was  just  up  here  before  me.  While  listening  to  her,  I  pulled  a 
bheet  out  of  my  files,  a  short  paragraph  I  would  like  to  read,  it  is 
dated  January  23,  1985,  it  is  a  letter  to  the  PCA  and  NFBA  presi- 
dents signed  by  John  Harling,  president  and  chief  executive  officer 
of  the  Omaha  FICB.  Paragraph  here  the  Omaha  FICB  continues  in 
a  sound  financial  situation.  At  the  end  of  1984  the  FICB  had  $208 
billion  m  net  worth  which  is  up  from  $193  million  in  1983  Earn- 
ings for  the  bank  in  1984  were  $17  million.  This  strong  financial 
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base  and  good  earnings  illustrate  the  Omaha  FICB  continues  to 
have  the  financial  strength  to  deal  with  the  problems  at  hand. 

I  an  a  rancher  from  about  40  miles  southwest  of  Mission.  I  will 
speak  from  that  basis  today.  Number  one.  Number  two,  I  am  also 
President  of  an  organization  of  PCA  shareholders  of  north  central 
Nebraska  and  south  central  South  Dakota.  In  that  organization 
alone  I  will  be  representing  600  plus  shareholders  that  are  in  the 
process  of  being  liquidated  or  had  business  with  the  O'Neil  and 
Valentine  PCA's.  We,  to  put  a  little  frosting  on  the  cake  on  top  of 
the  PCA  liquidation,  we  had  two  banks  go  under  down  there  within 
about  14  days  at  the  same  time.  Of  those  two  banks,  70  percent  of 
the  loans  were  not  accepted  by  the  new  banks  that  come  in.  Over 
50  percent  of  the  loans  in  the  PCA  were  not  accepted  by  other 
PCA's. 

The  loans  that  were  accepted  by  the  PCA's  were  on  a  90  day 
basis  and  they  had  to  furnish  additional  collateral  to  be  accepted. 
On  top  of  that  they  had  their  10  percent  r*tock  in  the  old  PCA 
which  was  frozen,  they  had  to  buy  another  ll  percent  stock  in  the 
new  PCA,  so  to  get  a  loan  it  was  20  percent  stock.  We  are  faced 
down  there  within  the  next  90  days  to  6  months  with  mass  or  nu- 
merous replevin  orders,  liquidations,  and  such.  I  have  spent  many 
a  night  up  to  midnight  in  the  position  I  am  in,  people  calling  me 
and  talking  to  me.  And  they  were  saying  one  thing,  help.  It  is  des- 
perate. We  need  the  help  now.  We  are  not  in  a  crisis  situation,  we 
are  desperate. 

Another  thing,  I  think  the  farmer  is  getting  very  sick  and  tired 
of  subsidizing  the  consumer.  It  is  an  old  game  where  v/e  have  got 
cur  backs  to  the  wall.  Something  has  got  to  be  done  on  that.  So  we 
either  have  got  to  have  higher  prices,  and  you  know  the  story  on 
that,  or  lower  interest  rates.  I  think  something  can  be  done  on  the 
interest  rate.  What  I  would  like  to  propose  now,  I  am  not  an  econo- 
mist, I  would  like  to  propose  it,  it  come  through  an  PmHA  officer  I 
visited  with  several  weeks  ago,  I  am  not  about  to  mention  his 
name.  I  would  do  it  privately  with  you.  He  said  we  are  not  using 
the  money  we  get  efficiently.  He  said  what  I  would  suggest  to  you 
is  an  8  percent  interest  subsidization,  and  I  put  this  in  myself  I 
figure  it  is  on  a  5  year  program. 

Before  you  could  be  eligible,  I  am  looking  at  this  as  an  emergen- 
cy thing,  before  you  would  be  eligible  it  would  require  three  bank 
turn  downs  so  not  everybody  could  go  in  and  get  it,  it  would  be 
only  the  people  that  applied  at  banks  and  been  turned  down.  So,  I 
think  very  quickly  you  could  realize  what  the  effect  of  each  dollar 
would  be  instead  of  guaranteeing  a  loan  as  we  do  now  using  up  the 
entire  dollar  on  an  8  percent  interest  subsidization,  you  would  in- 
crease the  value  of  your  money  actually  used  by  12Vfe  percent.  I 
will  move  on  into  the  farm  credit  system. 

We  have  been  up  and  down  this  road  tremendously  in  the  last  30 
days  or  so.  On  February  2, 1  met  with  myself  and  12  other  farmers 
met  with  FICB  banks  in  Omaha  for  approximately  2  hours,  a  meet- 
ing that  was  sponsored  by  the  Iowa  Farm  Unity  Coalition,  no 
media  there,  we  presented  our  demands  and  so  forth  and  hopefully 
made  some  headway.  On  the  farm  credit  system  itself,  it  is  very  far 
off  track.  It  is  operating  outside  of  its  policy,  its  rules  and  its  regu- 
lations. 
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Number  one,  I  would  like  to  see  all  PCA's,  FICB  get  professional 
independent  audit,  now  they  hire  their  own  accountants,  they  do 
their  own  inside  audit  job.  Like  our  own  PCA  we  are  having  our 
liquidation,  we  have  only  the  facts  they  are  telling  us,  we  feel  we 
nave  a  right  to  have  these  facts. 

Senator  Abdnok.  This  is  over  all  the  PCA's,  this  group  of  people, 
this  was  from  several  States  you  had  this  meeting? 

Mr  Barnes  Yes,  the  State  of  Iowa  basically  and  Nebraska.  Your 
Omaha  FICB  has  the  States  of  Iowa,  Nebraska,  South  Dakota,  and 
Wyoming,  so  it  is  this  area  also. 

dited?at°r  ABDN0K'  You  8X6  caShae  for  the  whole  system  to  be  au- 

Mr.  Barnes.  Yes,  the  entire  3ystem  across  the  country.  They 
have  got  new  loss  sharing  rules  that  was  put  in  about  the  first 
week  of  December.  Where  all  of  your  FICB  banks  can  bring  their 
assets  together  and  bail  out  individual  FICB  or  PCA's,  we  would 
like  to  see  those  rules  implemented  and  assured  they  are  going  to 
use  them.  If  necessary,  Congress  should  recapitalize  its  farm  credit 
system.  It  would  cost  a  lot  less  now  than  it  will  down  the  road  be- 
cause it  is  teetering.  The  information  I  picked  up  in  the  last  2 
months,  we  started  this  on  December  7,  where  I  started  getting  in- 
volved, and  I  will  tell  you  I  have  taken  a  whale  of  an  education  in 
the  last  60  days.  The  entire  system,  they  say  is  in  trouble.  OK,  the 
entire  system  across  the  country  had  a  $9  billion  capital  asset  this 
last  year,  they  had  profits  between  $425  and  $450  million. 

I  don  t  think  there  is  any  excuse  for  any  PCA  to  be  liquidated 
anywhere,  specially  with  these  new  rules.  Like  this  lady  before,  I 
will  call  for  it  too,  I  will  call  for  a  top  to  bottom  congressional  in- 
vestigation of  the  farm  credit  system.  It  is  directly  responsible  to 
Congress.  Now  your  credibility  gap,  I  would  say  5  years  ago  almost 
every  farmer  that  walked  into  a  loan  officer  and  he  walked  in 
there,  and  there  were  no  credibility  gaps,  but  in  our  country  now  it 
couldn  t  be  wider.  I  mean  it,  it  takes  up  bankers  also.  This  is  what 
hurts.  We  would  like  to  call  for  a  bill  of  rights,  FICB  bill  of  rightr., 
documents  would  include  the  rights  of  appeal,  the  rights  of  fore- 
bearance,  the  rights  to  get  our  personal  file,  our  own  personal  files 
that  we  have  signed  that  we  have  done  business  with  the  PCA 
they  are  not  allowing  us  to  get  them  now,  liquidators  will  not. 

Senator  Abdnor.  Why  is  that? 

Mr.  Barnes.  They  say  no.  We  have  met  with  them,  I  have  been 
on  committees  that  have  met  with  them,  and  we,  I  was  in  confer- 
ence with  attorneys  Saturday,  and  there  will  be  a  legal  process  I 
think  we  can  get  them  through  legal  process,  but  those  are  files  of 
our  own.  We  need  them  to  go  out  and  get  other  loans,  see.  Also 
same  tiling  with  the  by-laws,  corporate  by-laws.  I  had  a  gentleman 
in  part  of  tu-s  organization  the  other  day  that  did  get  his,  it  cost 
him  50  cents  a  page  to  get  them,  the  PCA  liquidator  in  Valentine, 
charged  him  50  cents  a  page.  Could  have  gone  to  main  street  in 
Valentine  and  got  the  same  thing  done  for  15  cents  on  a  commer- 
cial basis. 

We  tried  to  get  the  membership  list  to  call  meetings  of  this  orga- 
nization we  are  in.  The  laws  state  that  somebody  like  a  sale  ring 
operator  shou  d  be  able  to  get  them.  We  in  fact  tried  to  get  them 
ourselves,  we  had  a  sale  ring  operator  try  to  get  them,  couldn't  get 
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them.  We  have  a  letter  to  the  FICB  president  in  Omaha  with  about 
50  signatures  on  it,  we  will  be  turned  down  I  am  sure  on  that.  They 
have  terminated  our  stock,  no  notice. 

Just  briefly  on  this  young  and  beginning  and  small  farmer 
policy,  thrnse  people  are  supposed  to  report  to  the  subcommittee  in 
Congress  on  their  activities,  they  sent  two  GEO  reports  there 
saying  they  have  this  implemented.  John  Harling,  president  of  the 
FICB  in  Omaha  stated  at  that  meeting  on  February  2,  the  law  was 
too  vague,  had  no  teeth  in  it,  could  not  be  used.  In  fact,  I  had  my 
oldest  son  26  years  of  age  apply  for  one  of  these  loans,  he  got 
turned  down,  and  we  could  not  pick  up  a  copy  of  this  policy.  On 
liquidation  policy  on  these  liquidators,  there  is  no  set  policy,  and 
this  again  I  was  questioning  John  Harling  on  this  directly,  there  is 
no  liquidating  policy  rules  or  regulation.  The  liquidator  is  sent  out 
there  under  contract  to  collect  money  under  any  way,  shape,  or 
form  he  can  do  it  in.  . 

So  I  feel  we  definitely  need  a  handle  put  back  on  to  these  people, 
complete  investigation  top  to  bottom,  and  put  the  farm  credit 
system  back  on  track  where  it  should  be,  because  it  is  teetering 
and  if  \t  goes  under,  lord  help  this  country,  we  are  in  trouble.  St. 
Paul  FiCB  bank  is  planning  expected  two  thirds  less  farmers  by 
1995,  and  since  1981  there  has  been  60  PCA's  either  liquidated  or 
folded  either  through  liquidation  or  so  called  efficiency  reasons. 
Now  I  thank  you  for  coming  Senator,  and  we  will  appreciate  every- 
thing and  anything  you  can  do  for  us,  because  we  need  help. 

Senator  Abdnor.  We  appreciate  your  comments  and  I  know  from 
working  with  you  in  the  past— would  you  mind  staying  at  the  mike 
a  minute. 

Mr.  Johnson.  Was  it  my  understanding  that  the  meeting  you 
were  in  Omaha,  and  I  am  a  little  bit  familiar  with  that,  was  it  cor- 
rect that  the  farm  credit  system  at  that  time  had  indicated,  and  I 
understand  there  are  three  parts  to  it,  all  right,  and  because  of  the 
change  in  the  distribution  of  the  losses  or  how  they  share  the  dis- 
tribution, was  it  my  understanding  that  for  the  first  time  they 
were  going  to  be  forced  to  go  in  and  borrow  from  the  Federal  Re- 
serve? 

Mr.  Barnes.  There  was  no  comment  by  any  of  the  officials  there 
they  were  going  to  have  to  borrow.  In  fact,  we  asked  why  the^ 
didn't  refinance  or  ask  for  refinancing,  and  they  said  that  wouldn  t 
be  good  for  our  bond  market. 

Mr.  Johnson.  I  agree  with  you  the  credit  system  needs  a  lot  or 
work,  the  farm  credit  system. 

Mr.  Barnes.  It  does,  and  I  hope  we  get  it  because  I  want  to  see  it 
survive.  _  _ 

Senator  Abdnor.  We  will  be  very  interested  to  see  what  we  come 
up  with.  Mr.  Jahr  has  been  assisting  me,  I  think  you  visited  with 
him  once  before  and  we  will  certainly  keep  up  and  try  to  keep  on 
with  it,  on  this  latest  proposal  to  come  out  of  Washington  by  Secre- 
tary Block  which  was  done  by  regulation  and  not  by  law,  but 
where  will  they  help  if  your  one  PCA  closes  down,  will  they  help 
you  start  up  with  another  bank?  Start  up  finding  another  lending 
institution  for  the  individual? 

Mr.  Barnes.  I  haven't  seen  anything  yet,  I  haven  t  studied  it 
completely. 
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Senator  Abdnor.  Well,  it  is  short  term,  but  immediate.  I  know  it 

!£nK  f?  far  en0ugh'  I  ,am  not  tryin*  to  suggest  in  any  way  it 
does,  but  m  some  cases  I  know  they  are  supposed  to  be  doing  that. 
Have  any  of  you  fellows  had  a  chance  to  look  at  that?  I  think  what 
it  does,  they  give  a  guarantee  loan  to  up  to  90  percent  of  the  new 
loan  the  bank  would  take  over  and  also  would  require  the  write- 
down of  the  interest. 

,  Mr.  Barnes.  These  guaranteed  loans  are  fine  for  some  people, 
first  you  have  to  have  a  bank  that  will  go  with  you. 

Senator  Abdnor.  I  have  not  had  a  chance  to  see  how  they  are 
administered,  butthe  intent  is  to  help  a  person,  who  because  of  a 
bank  closure  or  PCA  closure,  has  nowhere  to  go.  I  don't  know  how 
successful  it  will  be,  but  if  it  did  do  that  it  would  be  of  some  help 
right  now,  wouldn  t  it?  F 

Mr.  Barnes.  I  am  sure. 

Ms.  KiRscHkNMAN.  If  they  qualify. 

Mr.  Barnes  You  have  to  qualify  on  the  old  rules,  I  know  I 
checked  into  this  on  the  older  rules,  first  off  you  had  to  have  a 
bank.  We  couldn  t  make  that  petition  ourselves,  the  bank  had  to 
Sere       aPPhcatl0n  for  the  guaranteed  loan,  that  killed  us  right 

Senator  Abdnor.  Thank  you. 

Mr.  Barnes.  Thank  you  very  much. 

Senator  Abdnor.  Delwin  Schmidt  of  Parker. 

STATEMENT  OF  DELWIN  SCHMIDT 
Mr.  Schmidt.  I  am  finding  out  that  Minnesota  and  Iowa  are 
more  lenient  on  the  State  FmHA  level  than  the  State  of  South 
Dakota  is  of  taking  some  of  these  private  lenders  like  the  banks, 
for  example,  or  a  bank  loan,  or  PCA  loan,  and  they  want  FmHA  to 
help  refinance  that  loan,  and  right  now  my  understanding  is  it  is 
entirely  up  to  the  discretion  of  the  State  director  of  the  FmHA.  Am 
I  correct  m  making  that?  Why  don't  we  have  a  unified  system,  be- 
cause down  in  Iowa  there  are  banks,  after  banks,  after  banks  are 
helping  their  lenders  who  are  in  trouble  financially  through  FmHA 
guaranteed  loans.  In  South  Dakota  they  are  just  dead  set  on 
making  any  loans. 

Senator  Abdnor.  I  appreciate  knowing  that.  Our  biggest  com- 
plaint lately  was  that  if  you  never  had  a  FmHA  loan  previous  to 
today,  you  are  not  likely  to  get  one.  If  the  FmHA  has  the  funds  to 
loan  out  they  give  priorities  to  those  that  they  already  have  a  loan 
with.  I  think  that  is  pretty  general  because  I  have  heard  this  in 
Washington. 

Mr  Barnes  hi  Winner  I  was  told  by  the  FmHA  officer  down 
there  they  had  $151,000  for  I  think  it  is  a  four  county  area  down 
there  this  next  quarter.  Right  over  in  Valentine,  NE  they  brought 
all  of  the  money  from  the  State,  basically  all  of  it  in  and  they  had 
up  into  the  millions.  That  is  between  the  two  States. 

Senator  Abdnor.  Thank  you,  I  am  sure  there  is  a  certain  amount 
of  discrepancy  on  the  part  of  the  State.  We  can  find  out  more  about 

Mr.  Schmidt.  What  I  was  wondering,  is  Iowa  getting  and  prob- 
ably southern  Minnesota  because  of  perhaps  more  farmers  in  deep 
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trouble  because  of  excessive  land  prices,  a  drop  of  50  percent- in 
land  prices,  are  they  getting,  they  have  access  to  more  money  out 
of  Washington  than  we  do  here  in  South  Dakota? 

Senator  Abdnor.  You  are  asking  me  a  question  I  can't  tell  you. 
Off  the  top  of  my  head,  I  thought  it  was  prorated  out  probably  on 
an  equitable  basis. 

Mr.  Johnson.  That  is  my  understanding  too.  I  think  they  have  a 
formula,  haven't  they,  that  they  use. 

Senator  Abdnor.  That  was  my  understanding.  Of  course,  I  sup- 
pose if  they  have  disasters  they  find  additional  money,  but  other 
than  that  I  am  sure  the  money  that  goes  out  is  on  an  equitable 
basis.  They  may  be  able  to  pump  other  dollars  in  for  emergency 
basis,  I  am  not  sure.  I  think  we  better  move  on.  Chester  Sorenson. 

STATEMENT  OF  HON.  CHESTER  SORENSON,  MAYOR, 
FREEMAN,  SO 

Mr.  Sorenson.  Senator,  as  mayor  of  Freeman,  I  sure  want  to 
welcome  you  and  your  staff  to  Freeman,  and  as  a  concerned  citi- 
zen, I  think  you  know  that  the  small  towns  and  cities  in  this  great 
State  of  ouis  needs  all  the  help  that  we  can  get,  and  the  only  way 
we  can  get  that  is  through  our  agricultural  people  throughout  the 
area.  Freeman  has  always  prided  itself  as  an  independent  commu- 
nity working  together  for  progress. 

Although  we  have  benefited  from  Federal  and  State  grants  and . 
loans  programs  through  the  different  environmental  protection 
agency  and  the  law  enforcement  assistance  and  outdoor  recreation 
and  many,  in  the  last  12  years  the  town  has  had  $1  million  for  the 
city  in  12  years.  And  we  rely  on  our  growth  in  this  city  to  keep  us 
going.  Although  the  later  years  now,  the  population  growth  since 
1950,  which  was  54.9  percent,  but  much  of  this  growth  has  been 
found  to  be  non-working  in  population.  For  example,  more  than  42 
percent  of  our  residents  are  over  60  years  of  age.  In  1970,  this  per- 
centage was  only  36  percent. 

The  problem  we  face  in  the  lack  of  employment  and  opportuni- 
ties is  to  keep  our  younger  workers  here.  According  to  the  informa- 
tion provided  by  the  Business  Research  Bureau  since  1980,  there 
have  been  6  fewer  businesses  in  Freeman.  Increased  population 
and  fewer  jobs  do  not  help  our  situation  at  all.  I  want  to  emphasize 
our  community  has  been  able  to  take  care  of  itself  for  the  most 
part,  but  we  can't  continue  when  most  areas  around  us  are  declin- 
ing. What  I  am  referring  to  here  is  the  agricultural  situation.  Our 
area  is  very  much  agricultural  dominated.  Main  street  businesses 
rely  heavily  on  the  support  of  our  rural  neighbors  for  our  cohtin- 
ued  existence. 

When  agriculture  suffers,  the  local  economy  suffers.  If  the  agri- 
culture economy  could  improve,  more  revenue  would  be  available 
to  the  city.  Higher  taxes  and  levys  could  be  set  and  as  a  result 
these  projects  could  be  accomplished  in  a  timely  manner  of  a  local 
level  without  depending  on  State  and  Federal  aid.  To  accomplish 
this  I  would  like  to  see  nigher  fair  prices  for  agricultural  products, 
interest  rates  also  need  to  be  stabilized  to  allow  the  farmer,  the 
businessmen  to  operate  with  a  reasonable  margin  of  profit.  This 
can  be  done  while  reducing  the  Federal  deficit,  but  one  important 
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consideration  to  be  made  is  that  reducing  the  deficit  should  not  be 
just  a  means  of  shifting  costs  to  the  local  governments. 
a  t  ~  ,e  ,  Government  is  going  to  cut  or  eliminate  assistance 
through  Federal  programs,  such  as  EPA,  then  a  corresponding  re- 
duction in  regulations  governing  these  programs  should  also  occur 
Local  government  and  taxpayers  cannot  afford  to  operate  under 
some  of  these  strict  regulations  with  the  limit  taxes  basis  and  the 
revenues  available  to  them.  If  we  would  lose  our  revenues  like  is 
coming  to  our  town  for  every  year  for  us  to  rely  on  fixing  our 
streets  and  so  on  and  so  forth,  Senator,  we  will  not  be  able  to  oper- 
ate because  in  these  years  the  only  place  we  can  get  our  assessed 
money  is  on  the  taxes  of  the  people.  If  we  keep  taxing  these  people 
to  try  and  keep  what  has  went  down,  we  try  to  build  back,  it  just 
isn  t  going  to  be  there,  and  this  thing  all  has  to  work  together  like 
people  working  together. 

Many  times  I  was  in  Washington  and  met  with  Small  Business, 
and  I  asked  them  one  tiling,  on  one  project  I  was  going  to  do,  if  I 
would  run  that  project  and  we  had  the  capable  people  in  our  city  to 
do  this  work  and  comply  with  the  code,  would  we  have  to  have  all 
this  high  priced  of  engineering  and  so  on  and  so  forth  to  make  this 
project  work?  And  they  said  that  is  the  only  way  we  can  loan 
money  in  a  grant  of  any  kind.  Well,  I  said  I  will  tell  you  one  thing, 
it  that  is  the  case,  we  will  do  it  some  way  on  our  own,  because  the 
project  that  was  1  bid  here  was  $19  million  more  to  just  operate 
this  1  project.  We  got  the  job  done  without  it.  We  can  do  this  by 
working  together.  Everybody  is  working  with  tax  money,  we  have 
got  to  try  and  get  together  and  keep  it  where  we  need  it. 

In  conclusion,  I  would  like  to  repeat  that  our  city's  future  will  be 
determined  by  the  agricultural  community.  Any  relief  that  can  be 
provided  to  this  sector  would  indeed  be  beneficial  to  the  town  of 
*  reeman.  I  want  to  thank  you  very  much. 

[The  prepared  statement  of  Mr.  Sorenson  follows:] 
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Prepared  Statement  of  Hon.  Chester  Sorknson 

SENATOR  ABDNOR,  I  AM  CHESTER  SORENSON,  MAYOR  OF  FREEMAN.    I  WELCOME 
YOU  TO  FREEMAN  AND  3  APPRECIATE  THE  OPPORTUNITY  YOU  HAVE  GIVEN  US 
TODAY  TO  SPEAK  OUT  ON  OUR  VIEWS  OF  THE  RURAL  ECONOMY.  AS  MAYOR, 
BUSINESSMAN,  AND  RESIDENT  OF  FREEMAN,  I  AM  WELL  AWARE  OF  OUR  LOCAL 
ECONOMIC  SITUATION  AND  ITS  SIMILARITIES  TO  OTHER  COMMUNITIES 
THROUGHOUT  SOUTH  DAKOTA. 

FREEMAN  HAS  ALWAYS  PRIDED  ITSELF  IN  BEING  A  SELF-RELIANT,  INDEPEN- 
DENT COMMUNITY  THAT  WORKS  TOGETHER  FOR  PROGRESS.   ALTHOUGH  WE  HAVE 
BENEFITED  FROM  FEDERAL  AND  STATE  GRANT  AND  LOAN  PROGRAMS  THROUGH 
THE  ECONOMIC  DEVELOPMENT  ADMINISTRATION  (EDA),  ENVIRONMENTAL 
PROTECTION  AGENCY  (EPA),  LAW  ENFORCEMENT  ASSISTANCE  ADMINISTRATION 
(LEAA)  AND  THE  BUREAU  OF  OUTDOOR  RECREATION  (BOR,  NOW  KNOWN  AS  THE 
LAND  AND  WATER  CONSERVATION  FUND),  TOTAL  ASSISTANCE  FROM  THESE 
PROGRAMS  HAS  BEEN  LESS  THAN  $1,000,000  IN  TH';  PAST  12  YEARS.  OUR 
CITY  HAS  RELIED  ON  ITS  OWN  RESOURCES  AMD  NOT  OUTSIDE  ASSISTANCE  TO 
STIMULATE  LOCAL  GROWTH. 

HOWEVER,  RECENT  SOCIAL  AND  ECONOMIC  CONDITIONS  HAVE  HAMPERED  LOCAL 
EFFORTS  TO  BRING  ABOUT  GROWTH.   WE  ARE  ONE  OF  THE  FEW  COMMUNITIES 
IN  OUR  AREA  TO  HAVE  EXPERIENCED  A  STEADY  AND  SIGNIFICANT  POPULATION 
GROWTH  SINCE  1950  (51. 9X),  BUT  MUCH  OF  THIS  GROWTH  HAS  BEEN  FCUND 
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IN  THE  NON-WORKING  AGE  POPULATION".'  FOR  EXAMPLE,  MORE  THAN  H21  OF  OUR 
RESIDENTS  ARE  OVER  60  YEARS  OLD.    IN  1970  THIS  PERCENTAGE  WAS  ONLY 
36Z.  — 

ANOTHER  PROBLEM  WE  FACE  IS  THE  LACK  OF  EMPLOYMENT  OPPORTUNITIES  TO 
KEEP  OUR  YOUNGER  WORKERS  HERE.   ACCORDING  TO  INFORMATION  PROVIDED 
BY  THE  BUSINESS  RESEARCH  BUREAU,  SINCE  1980  THERE  ARE  SIX  FEWER 
BUSINESSES  IN  FREEMAN.    INCREASED  POPULATION  AND  FEWER  JOBS  DOES 
NOT  HELP  OUR  SITUATION.    I  WANT  TO  EMPHASIZE  THAT  OUR  COMMUNITY  HAS 
BEEN  ABLE  TO  TAKE  CARE  OF  ITSELF  FOR  THE  MOST  PART,  BUT  WE  CAN'T 
CONTINUE  WHEN  MOST  AREAS  AROUND  US  ARE  DECLINING. 

WHAT  I  AM  REFERRING  TO  HERE  IS  THE  AGRICULTURAL  SITUATION.   OUR  AREA 
IS  VERY  MUCH  AGRICULTURALLY  DOMINATED.   MAIN  STREET  BUSINESSES  RELY 
HEAVILY  ON  THE  SUPPORT  OF  OUR  RURAL  NEIGHBORS  FOR  CONTINUED  EXISTENCE. 
WHEN  AGRICULTURE  SUFFERS,  THE  LOCAL  ECONOMY  SUFFERS.   IF  THE  AG 
ECONOMY  COULD  IMPROVE,  MORE  REVENUE  WOULD  BE  AVAILABLE  TO  THE  CITY, 
HIGHER  TAXES  AND  LEVIES  COULD  BE  SET,  AND  AS  A  RESULT  NEEDED  PROJECTS 
COULD  BE  ACCOMPLISHED  IN  A  TIMELY  MANNER  AT  THE  LOCAL  LEVEL  WITHOUT 
DEPENDING  ON  STATE  AND  FEDERAL  AID. 

TO  ACCOMPLISH  THIS,  I  WOULD  LIKE  TO  SEE  HIGHER,  FAIR  PRICES  FOR 
AGRICULTURAL  PRODUCTS.    INTEREST  RATES  ALSO  NEED  TO  STABILIZE  TO 
ALLOW  THE  FAR1ER  AND  BUSINESSMEN  TO  OPERATE  WITH  A  REASONABLE  MARGIN 
OF  PROFIT.   THIS  CAN  BE  DONE  WHILE  REDUCING  THE  FEDERAL  DEFICIT, 
BUT  ONE  IMPORTANT  CONSIDERATION  TO  BE  MADE  IS  THAT  REDUCING  THE 
DEFICIT  SHOULD  NOT  JUST  MEAN  SHIFTING  COSTS  TO  THE  LOCAL  GOVERNMENTS. 

IF  THE  FEDERAL  GOVERNMENT  IS  GOING  TO  CUT  OR  ELIMINATE  ASSISTANCE 
THROUGH  FEDERAL  PROGRAMS,  (SUCH  AS  EPA  WASTEWATER  TREATMENT  PLANT 
CONSTRUCTION  PROGRAM),  THEN  A  CORRESPONDING  REDUCTION  IN  REGULATIONS 
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GOVERNING  THESE  PROGRAM  SHOULD  ALSO  OCCUR.   LOCAL  GOVERNMENT 
AND  TAXPAYERS  CANNOT  AFFORD  TO  OPERATE  UNDER  SOME  OF  THESE  STRICT 
REGULATIONS,  WITH  THE  LIMITED  TAX  BASES  AND'  REVENUES  AVAILABLE  TO  • 
THEM. 

IN  CONCLUSION,  I  WOULD  LIKE  TO  REPEAT  THAT  OUR  CITY'S  FUTURE  HILL 
BE  DETERMINED  BY  THE  AGRICULTURAL  COMMUNITY.   ANY  RELIEF  THAT  CAN 
BE  PROVIDED  TO  THIS  SECTOR  WOULD  INDEED  BE  BENEFICIAL  TO  ALL  OF 
FREEMAN. 

I  THANK  YOU  FOR  YOUR  TIME. 

Senator  Abdnor.  Thank  you  Chet  You  gave  a  most  sensible,  rea- 
sonable speech  that  needed  to  be  said.  I  am  sure  if  we  in  Washing- 
ton get  off  the  backs  of  the  communities  they  could  do  a  lot  of  their 
projects  for  far  less.  We  have  seen  that  many  times.  Some  of  us 
have  tried  to  eliminate  the  Davis-Bacon  section  in  the  projects 
which  would  immediately  reduce  the  costs  of  many  of  the  projects 
within  itself. 

I  remember  reading  where  in  Sioux  Falls  if  they  didn't  have  to 
follow  that  section  they  could  have  built  their  jail  on  their  own 
without  any  Federal  help  for  less  than  they  are  doing.  If  they  could 
have  taken  that  money,  they  would  have  brought  the  costs  way 
down.  It  has  something  with  the  EPA.  I  will  be  most  interested  of 
reminding  those  people  that  there  has  to  be  a  change  in  the  laws. 
The  man  is  coming  up  for  confirmation  and  there  is  a  lot  of  pres- 
sure. I  am  not  picking  on  labor  unions,  but  they  make  sure  that  he 
stays  in  there  and  they  do  a  very  effective  job  of  making  sure  that 
the  Davis-Bacon  section  stays  in.  The  architects  I  suppose  like  to  be 
able  to  design  things,  and  when  they  get  through,  these  things  get 
pretty  complicated.  But  you  are  making  an  excellent  choice. 

I  remember  out  at  Faith  they  built  their  own  rodeo  ring  instead 
of  using  Federal  dollars  because  they  could  do  it  for  less,  and  I  cer- 
tainly commend  you  and  your  people  for  going  ahead  on  your  own. 
Thank  you  very  much.  Is  Clarence  Skye  here?  Is  Dennis  Peterson? 
Is  Tim  Giago  here?  They  are  from  way  out  West.  Is  George  Bauder 
here?  Some  of  these  people  asked  for  time  I  guess  this  morning, 
and  I  didn't  get  around  to  get  them  because  we  tried  to  bring  in 
people  who  signed  up  while  they  were  here  too,  but  George,  is  he 
here?  Bob  Miller,  is  he  here?  Is  Dilbert  Hillman  here? 

STATEMENT  OF  DILBERT  HILLMAN 

Mr.  Hillman.  Yes;  Senator  and  distinguished  guests,  I  may  be 
out  of  order  here  because  I  am  really,  I  am  here  to  present  this 
program  to  the  Government,  but  this  program  here  is  a  dairy  pro- 
gram that  won't  cost  the  Government  any  money  at  all.  Now,  I  re- 
alize we  have  all  sat  here  and  asked  for  programs  to  help  people, 
and  rightfully  we  should,  because  we  are  all  taxpayers  and  agricul- 
ture is  in  one  terrible  shape. 
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We  feel  that  government  should  help  us  out  now,  but  here  I  have 
a  dairy  farm  program  that  we  presented  to  the,  i«  Yankton,  and 
one  of  your  boys  was  there,  and  we  feel  this  is  a  program  that  wUl 
^T6^6*^0"'-008^?  them  ^  money,  fhis  dairy  pro- 

S  S  own  programs,  to  take  care  of  their  own  surplus,  but 
we  have  to  work  with  government  and  through  government  to 
make  this  program  work.  So,  I  am  going  to  submit  tS  to^u  SeS 
&i>y*a£m  ™~  V-8^  you  a  tape  on  that  in  WaffigtoS, 
g^™t^Sn  dmi7  fann  Pr0gram  here'  «*  *  won'< « 
It  is  a  chance  for  the  farmers  to  really  do  something  for  them- 
STtiSS  V,101*  ^.Program.  This  isrrtjSsta  short 
term  thing,  a  one  fix  for  you.  This  is  to  control  thr,  dairy  industry 
A«?r^S'  A£d  we  ,haye  work  with  government  through  our 
ASCS  offices,  but  actually  it  won't  cost  -overnment  a  dollar  on 
°f  the  program.  So,  Stnator,  .  will  submit  this  dai?? 
iarm  program  to  you.  ^ 


^PP01*  among  dmry  P^P1*5  do  y°u  find  for  this? 
o„^*l  /LLM^N  v  eAave  had  one  meeting  on  this  so  far,  Senator, 
™ ?i  QQ8Wa?  m  Yankton>  and  we  had,  I  don't  know  how  you  would 
say  it,  99%0  s  percent  support  for  this  program,  and  ever  since  that 
meeting  I  have  had  probably  200  calls  me  if  ShSflSto 

any  Senators,  and  to  present  this  to  them.  We  can't  afford  as  dairy- 

thetiSe1""11  UP  the  r0ad-  We  don,t  have  the  money  n°r 

We  have  to  work  with  government  and  let  government  help  us 

Pr0gram-  B#  *  ^  accePted  &  everybody Si 
the  big  dairy  co-ops.  Now  they  haven't  rejected  it,  but  they  have 
JSS1£f  t86*  on  corPorate  dairying,  and  the  way  the  trend  is 

Cft  Why  i  ?UeS8  Wl  1an  *•  bIame  them'  but  really  this  is  for  the 
family  size  dairy,  and  this  is  one  thing  that  we  feel  is  wrong.  All 
our  big  dairy  co-ops  and  other  ones,  they  started  out  to  help  the 
fe^an^hlch  wa8.real  A]"5  J""*  good,  but  now  they  are  geared  to 
kSl £L«?iyjC?0p  in^te^d  °/ the  dairyman.  Thir  will  put  control 
back  into  the  dairyman's  hands  without  costing  government. 

•  N°?-  Th?nk  you-  1  know  ^  is  an  impossibility  to  get 
everyone  m  one  direction  on  something.  This  is  a  good  example  of 
what  often  happens,  we  take  a  piece  of  legislation  like  that  and  we 

Mr*  Jt  £  Sg  5  am0ng  P^P1*5'  and  the  dty  COUSins  of 

ours  get  to  wondering  what  do  they  want  out  there,  they  don't 
know  themselves.  If  there  u>  one  thing  we  have  to  do  in  thi  crisis 
jb  come  out  somewhere  and  some  way  together.  I  think  that  is  ex- 
tremely important.  For  instance,  when  labor  comes  to  town,  they 
don  t  come  fighting  among  'hemselv<js  and  have  two  or  three  orga- 
nizations going  off  in  different  directions,  they  speak  with  one 
voice  when  they  come  m,  and  it  is  fairly  effective.  I  know  farmers 
are  very  mdependent,  and  I  admire  them  for  it. 

I  was  a  farmer  for  a  long  time  myself,  but  I  think  in  this  crucial 
time  with  this  situation  we  have,  we  have  to  try  t  .r  uppermost  to 
get  everyone  agreeing  somewhat  cn  what  we  are  going  to  be  doing 
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here  and  what  we  are  asking  for  or  trying  to  promote.  Self  help, 
and  programs  that  don't  cost  the  Government  ought  to  be  a 
winner.  I  often  think  about  how  in  this  country  people  get  their 
food  the  cheapest  by  far  of  anywhere  in  the  world.  Somewhere,  a 
long  time  ago,  we  developed  a  cheap  food  policy.  In  this  food  ?>olicy 
people  buy  their  food  for  16 Vz  percent  on  the  average  of  their  take 
home  pay-  This  can't  go  on  forcer*  I  don't  know  how  we  can  con- 
vince the  97  percent  of  the  people  that  they  ought  to  pay  more. 

I  recall  a  number  of  years  ago,  in  the  sixties  when  1  wa3  farming, 
we  had  on  the  wheat  program  certificates  for  tl  >  share  of  the  do- 
mestic products  that  were  sold  domestically,  the  people  who  bought 
wheat  for  processing  had  to  buy  a  certificate,  therefore  they  gave 
an  extra  price. 

That  is  a  little  bit  what  the  European  Community  does,  they  pay 
more— their  food  costs  run  between  22  and  28  percent,  but  I  guess 
they  found  out  what  it  was  like  to  go  without  food  any  more,  but 
they  do  subsidize,  and  people  pay  a  iot  for  that,  and  they  dump  ev- 
erything in  excess  on  the  open  market.  That  makes  it  very  difficult 
for  us  even  when  we  have  an  extra  dollar.  These  are  problems  we 
have  to  try  to  solve,  but  you  have  an  awful  big  push  by  consumers 
organizations  that  don't  like  to  have  to  pay  any  more  than  they 
think  they  need  to,  but  we  will  keep  plugging  away,  I  promise. 

Mr.  Sorenson.  This  program  absolutely  is  self-supporting.  There 
is  one  more  thing  I  would  like  to  say,  this  program  was  through 
the  FmHA  in  Yankton  or  a  guy  I  know  in  the  FmHA,  he  took  all 
the  dairy  cows  that  was  in  the  FmHA  and  projected  these  c^.vb 
against  the  pounds,  and  of  all  the  statistics  and  sent  it  in  to  the 
University  of  South  Dakota  and  they  ran  it  through  their  comput- 
ers, and  the  man  came  back  or  when  it  came  back  in  3  years  time 
this  thing,  the  cost  of  this  program  Is  50  cents  to  the  dairyman,  and 
in  3  years  time  it  will  drop  to  a  quarter  at  what  the  University  of 
South  Dakota  tells  us,  thank  you. 

Senator  Aednor.  Thank  you.  Tom  Neuberger. 


Mr.  Neuberger.  Thank  you  for  invitLag  me  to  speak,  Senator 
Abdnor.  I  have  been  doing  a  lot  of  reading  in  the  farm  magazines 
lately  on  the  stress  on  farmers,  and  I  think  1  read  in  one  of  these 
articles  that  we  should  relax  a  little  bit,  which  we  haven't  done 
today,  so  if  you  will  bear  with  me  I  will  tell  you  a  goose  joke. 

There  was  one  of  these  city  cousins  that  spent  a  lifetime  working 
on  a  city  job,  he  thought  that  was  pretty  romantic  out  on  the  farm, 
T  *  link  I  will  retire  early  at  55  and  go  out  there  farming.  He  had  a 
^-etty  good  nestegg  ready  and  so  he  did.  He  went  out  in  South 
Dakota  and  bought  some  land,  he  had  the  cash  to  pay  for  it,  he 
moved  out  there,  he  got  there,  he  says  to  the  wife  well  now  what 
do  we  do.  ..it 

The  other  guy  is  farming  and  milking  and  raising  nogs  and  beef 
and  all  this  and  that,  and  what  will  we  do.  They  couldn't  decide 
what  they  should  do.  His  wife  says  go  around  and  talk  to  the  farm- 
ers, they  are  honest  people  around  here  and  stuff,  they  will  share 
with  you  where  the  money  can  be  made  out  here.  They  went  from 
farm  to  farm  and  asked  every  farmer,  what  would  your  suggestion 
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be  that  we  do  to  start  a  farming  here.  They  ail  gave  him  something 
different,  one  guy  says  you  milk,  the  next  farmer  says  you  raise 

XthfeT^  the<£ext  fa^r  would  f%  y°u  raise  some  beef  and 
^Ll  <•  a-  r°  everything  was  different,  but  they  had  one 
piece  of  advice  that  was  common  to  every  farmer.  They  would  say 
and  raise  some  geese.  And  raise  a  few  geese. 

So  the  guy  and  his  wife  they  went  back  home  and  they  started  to 
Jidf  w£at  &eyuha5  heard  in  their  visit  with  neighbors 
and  stuff,  they  thought  about  this.  Everybody  gave  them  the  same 
advice  about  raising  geese.  So  the  guy  said  to  his  wife,  he  says  we 
may  be  from  the  city,  but  we  aren't  dumb.  If  they  are  all  raising 
geese,  that  is  where  the  money  is,  so  we  are  going  to  raise  all  geese 
and  nothing  else.  6 

He  marches  into  the  hatchery  and  orders  1,000  geese  here  in 
hwuu^6^1^15  hatehery  had  never  heard  of  such  a  thing. 
He  thought  what  is  this  guy  going  to  do  with  1,000  goslings,  but  he 
didn  t  say  anything  He  came  home  and  a  week  liter  he  walked 
hack  in  and  the  hatchery  man  saw  him  come,  heavens  what  is  he 
doing  back  here.  He  said  I  would  like  another  1,000  of  those  gos- 
lings. The  hatchery  man  was  beside  himself  but  he  didn't  want  to 
say  anything  so  he  let  him  go  with  1,000  goslings. 

A  week  later  he  is  back  in  the  door  again,  he  thought  yeegad 

htTl  ^^Ft?'^**  d?e8,he  want  1  wiff  take  another  1,000  fos- 
hngs.  About  that  time  the  hatchery  man  couldn't  contain  himself 
He  said  I  just  can  t  contain  myself  any  longer,  he  says  I  just  have 
to  know  what  is  going  on,  he  says  either  you  are  having  awful  good 
luck  or  awful  poor  luck  that  you  are  buying  all  these  goslings.  The 
i^™118^  f"*'  y?U  ^ll  you  the  truth  he  said?  I  am 

having  awful  poor  luck.  Me  and  my  wife  can't  figure  out  whether 
we  are  planting  them  too  deep  or  too  shallow. 

We  think  there  are  some  blessings  that  come  from  the  problems 
we  have  m  this  agriculture  industry.  I  think  most  South  Dakotans 
have  heard  of  the  goose  mobile.  We  went  out  there  to  solve  a  little 
problem  we  have,  we  didn't  solve  it,  but  we  thought  we  had  lots  of 
friends  and  neighbors  out  there  in  South  Dakota  that  are  willing  to 
help  a  fellow  man  out,  and  we  found  a  real  tangible  way  to  market 
geese  here  m  South  Dakota. 

We  found  a  market  that  we  just  didn't  know  existed  in  our  back- 
yard. People  out  there,  I  can  remember  going  in  to  towns  and 
people  would  come  up,  a  lady  would  come  up  and  went  to  buy  a 
goose,  and  said  if  you  hadn't  come  by  I  don't  know  where  I  would 
have  ever  gotten  a  goose  for  Christmas,  so  we  found  a  market  out 
there,  it  is  not  a  big  one.  I  think  it  is  something  that  will  probably 
keep  the  goose  industry  going  here  in  South  Dakota  until  better- 
times  are  ahead,  but  is  going  to  really  put,  this  here  exporting 
thing  is  really  going  to  put  a  hold  on  the  goose  industry,  because 
we  are  not  going  to  be  able  to  raise  them  like  we  did  before,  until 
things  improve  so  we  can  get  bacl-  our  domestic  market  the  Cana- 
dians have  taken  over  because  of  tueir  importing  and  those  things 
.  A*  we  g°°se  people  met  last  week,  at  our  annual  meeting,  we 
just  came  to  the  conclusion  that  the  whole  agriculture  problem,  not 
just  our  little  goose  industry,  the  problem  is  this  here  importing 
and  exporting  deal.  Jim  alluded  to  the  $250  billion  trade  deficit.  I 
don  t  care  whether  you  are  talking  about  geese,  or  talking  about 
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beef,  or  cars,  or  what,  it  is  a  big  total  that  comes  in  to  this  export- 
ing thing,  or  importing,  coming  into  this  country,  and  we  people 
that  are  here  this  afternoon,  and  many  have  testified  about  having 
financial  problems,  it  is  all  for  the  same  reason,  because  you  have 
more  going  out,  more  going  out  than  there  is  coming  in,  and  I  don't 
think  our  country  or  our  government  is  immune  to  that  either.  So 
we  keep  on  with  this  $250  billion  deficit,  I  tell  you  we  are  going  to 
commit  financial  suicide.  Financial  suicide. 

We  worry  about  that  defense  budget,  my  goodness,  the  Germans 
aren't  going  to  have  tp  lift  a  rifle  to  control  this  country,  because 
we  are  just  going  to  go  down  the  tube.  We  are  going  to  be  worth- 
less. We  can  t  defend  our  self  because  we  are  financially  bankrupt 
So,  we  have  to  turn  around  this  export  thing,  and  somehow  get  it 
so  that  we  have  a  plus  coming  our  direction,  or  it  is  going  to  be 
fatal  for  our  country,  and  I  am  concerned  about  the  dairy  people 
and  the  goose  people  and  all  that,  but  that  is  peunute  compared  to 
what  is  going  to  happen  to  this  country  if  we  don't  get  this  trade 
deficit  turned  around. 

Thanks,  Senator  Abdnor,  for  letting  us  come.  By  the  way,  I  want 
to  tell  you  about  this  man,  how  he  really  helped  us  with  this  goose 
project.  His  staff  bought  geese,  they  gave  ?eese  to  charitable  insti- 
tutions, he  wrote  a  press  release  on  the  subject  just  by  itself,  and 
we  are  really  thankful  for  what  Senator  Abdnor  did  in  our  goose 
project  there,  and  I  know  he  is  doing  things  in  Washington  to  try 
to  button  the  hole  up  there  again  so  we  can  stop  some  of  the  im- 
porting of  geese  coming  in. 

Senator  Abdnor.  Thank  you.  Two  things,  in  foreign  trade  we 
have  a  gap,  and  all  the  agreements  are  agreed  to.  I  hope  some  day 
we  have,  in  another  area,  it  doesn't  come  out  of  the  Agriculture 
Committee,  but  it  is  an  extremely  important  problem.  Then  in  ad- 
dition to  that  the  high  value  of  our  currency  in  this  country  it  is 
putting  us  out  of  business.  If  somebody  needing  grain  can  buy  C 
bushels  from  one  country  at  the  price  where  they  can  only  buy  3 
bushels  from  us,  you  know  where  they  are  going  to  go. 

There  are  a  lot  of  countries  that  have  it  for  sale  these  days.  I 
assure  you  the  United  States  is  losing  out  as  a  percentage  of  the 
total  world  export  market  in  grain,  and  this  is  a  problem.  They  tell 
us,  and  I  think  we  have  to  put  up  a  very  sound  argument,  that  part 
of  the  problem  is  this  tremendous  deficit. 

Today  with  cities  and  agriculture  in  all  areas,  the  number  one 
problem  with  them  is  trying  to  get  the  deficit  under  control.  I 
doubt  if  anyone  ran  for  office  in  1984  that  didn't  use  that  as  a 
theme  in  running  for  office.  And  this  mood  includes  both  Republi- 
can leadership  and  Democrat  leadership.  I  mean  Congressman 
Wright,  majority  leader  of  the  Democrats  in  the  House,  Bob  Dole 
in  the  Senate,  the  whips  and  the  minority  leaders  in  both  sides, 
and  most  of  the  Members— all  say  the  goal  is  to  cut  $40  billion  to 
$50  billion  off  the  budget.  Now,  I  can  tell  you  the  spending  from 
the  budget  of  the  President  is  all  but  dead.  That  isn't  going  to  go, 
but  I  do  think  that  the  word  that  floats  around  Washington  in  both 
Houses  of  Congress  is  that  the  cuts  that  are  to  be  made  have  got  to 
equitable.  They  certainly  aren't  in  the  budget  that  the  President 
sent  up.  Three  percent  of  the  cost  of  the  budget  goes  for  farm  pro- 
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grams  or  farm  supports,  but  12  percent  of  the  deficit  reduction 
could  come  out  of  agriculture. 
We  can't  allow  that  and  I  assure  yr   they  won't.  I  don't  want  tc 

$2  f"^  !?  ?  W?1*  that  ^  *  *oine  to  be  a  major  subject, 
the  trade  deficit  will  figure  prominently,  too.  Foreign  exports  are 
pouring  m  to  this  country  bee  mse  they  are  the  bargains  that  the 
American  consumer  is  anxious  to  buy.  I  am  sorry  to  say,  we  are 
letting  it  happen  and  some  way  we  have  to  remedy  this  situation.  I 
have  a  hunch  these  three  (Messrs.  Johnson,  Edelman  and  SmitW 
can  tell  you  a  lot  more  about  it  than  I  can.  Let  me  wind  up  by 
saying  because  I  come  here  to  hear  from  you,  our  problem  in  agri- 
culture lies  in  a  lot  of  the  committees  other  than  just  agriculture 
We  talked  about  the  deficit  reduction  bill,  the  farmers  tax  loss  bili 
m  agriculture,  that  is  not  the  Agriculture  Committee,  that  is  the 
Ways  and  Means  and  that  is  Finance.  We  talk  about  rapid  depre- 
ciation that  put  everybody  in  the  hog  business  a  few  years  ago  be- 
cause they  can  write  it  ofF  over  5  years,  that  comes  from  another 
committee. 

This  trade  problem  comes  from  another  committee.  So  all  our 
problems  are  not  going  to  be  solved  and  come  out  of  the  Agricul- 
ture Committee,  it  is  in  a  lot  of  committees  around  there  that  the 
farmers  don  t  have  the  influence  they  should  have  to  start  with 

We  have  a  Budget  Committee.  I  am  holding  my  breath  that 
fSSti  r^?lu*«>n  was  Put  in  by  the  Congress,  they  didn't  think  in 

j  j.  ?  President  ought  to  have  the  authority  to  impound  money 
and  dictate.  So  thoy  took  it  away  because  they  said  Congress  could 
do  better.  Well,  I  dont  know,  we  have  done  worse  it  looks  like 
every  year  since.  But  they  passed  that,  that  Budget  Committee  is 
extremely  powerful.  They  set  the  amounts  of  money  you  can  spend 
on  each  committee. 

Agriculture  is  going  to  be  told  what  they  can  spend  from  the 
Budget  Committee,  that  if  the  budget  is  adopted,  the  budget 
coming  out  of  that  committee  has  to  be  adopted  by  the  whole 
House  and  the  entire  Senate,  but  those  are  the  confinements  and 
we  stay  within  those  parameters,  because  the  law  says  that,  and 
the  Conpess  did  it  to  themselves,  so  there  are  many  ramifications, 
and  we  talk  about  what  we  are  going  to  do  to  help  agriculture,  that 
it  involves  more  than  just  that  one  committee  I  guess  I  am  trying 
to  say.  Well  enough  of  that.  I  would  like  to  call  Dean  Clement  from 
the  Business  School  at  the  University. 

STATEMENT  OF  DALE  E.  CLEMENT,  DEAN,  SCHOOL  OF  BUSINESS 
UNIVERSITY  OF  SOUTH  DAKOTA 
Mr.  Clement.  Thank  you,  Senator,  it  is  nice  to  be  here.  The  old 
saying  goes  if  it  works,  don't  fix  it.  I  think  what  you  are  finding 
out  today  is  there  are  a  lot  of  things  that  we  have  that  don't  work 
1  think  we  have  a  bunch  of  people  who  are  very  hard  working,  very 
well  meaning,  quite  frankly  I  think  an  awful  lot  of  us  are  very  con- 
fused, we  hear  an  awful  lot  about  prosperity.  Every  time  you  pick 
up  the  newspaper  you  hear  a  lot  about  it,'  inflation  is  down,  the 
strong  dollar  is  good,  the  world  markets  are  falling  apart  on  us 
and  quite  frankly,  prosperity  has  pretty  much  passed  up  mid 
America* 
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Our  prices  for  our  lands  are  down,  our  valuation  of  our  products 
are  down,  and  I  guess  to  a  certain  extent  we  ere  part  of  the  casual- 
ty for  inflation  control.  I  would  just  like  to  make  just  two  points 
very  briefly  in  passing.  As  you  look  at  the  communities  that  we 
have  around,  ladies  and  gentlemen,  I  want  to  recognize  that  when 
you  are  looking  on  main  street  probably  at  least  two  out  of  every 
five  of  those  businesses  that  start  will  go  bankrupt  or  go  out  of 
business  within  the  first  5  to  6  years.  So  there  is  a  very  heavy  attri- 
tion to  that,  and  we  might  sit  back  and  say  sit  back  and  my,  my 
that  is  too  bad,  but  all  you  have  to  do  in  Freeman  Is  go  in  to  Sioux 
Falls  on  Saturday  afternoon  in  the  Mall  and  see  where  your  dollars 
are  going  to  be  spent.  You  have  to  take  the  good  will  of  the  people 
living  in  that  community  to  be  able  to  support  that  community  to 

m  AJot  of  my  friends,  for  example,  in  Vermillion  are  complaining 
about  the  dollars  of  sales  which  they  are  not  getting  right  out  of 
the  Vermillion  community  and  if  you  go  to  Yankton,  or  Sioux 
Falls,  or  Sioux  City  you  see  the  same  people  spending  then*  dollars 
elsewhere.  The  point  being  these  communities  we  have  are  going  to 
be  whatever  our  people  make  out  of  them,  and  it  is  going  to  mean 
we  might  want  to  shop  at  home  the  same  as  you  are  looking  at  a 
world  market,  because  without  that  how  are  your  local  business 
people  going  to  survive.  From  the  farm  standpoint,  I  am  certainly 
not  an  expart,  I  grew  up  on  a  farm  in  Missouri  with  my  grand- 
mother, she  lived  there  because  they  lost  the  farm  in  Iowa  during 
the  depression,  I  have  a  cousin  down  there  who  is  about  to  lose  an- 
other farm.  .   ,     .     T  . 

So  I  guess  that  is  the  reason  I  am  not  in  farming,  I  am  not  smart 
enough  to  stay  there  to  go  broke  with  them,  but  I  think  you  know 
if  you  look  at  it,  I  donrt  think  we  are  looking,  Senator  Abdnor, 
from  anything  from  Washington  that  is  necessarily  going  to  keep 
everybody  in  business,  but  to  a  certain  extent  I  think  we  are  suffer- 
ing because  we  are  just  too  darn  productive,  we  are  too  efficient.  1  o 
survive,  at  least  65  percent  of  the  wheat  in  South  Dakota  has  to  be 
sold  overseas.  The  best  thing  that  has  happened  to  agriculture  in 
the  United  States  has  been  a  world  wide  drought  someplace  be- 
cause its  only  been  during  those  years  that  the  world  market  has 
picked  up  enough  to  absorb  our  surpluses.  So  to  an  extent  you 
know  we  are  kind  of  a  confused  people.  , 

We  are  told  to  produce  more,  yet  when  we  proauce  more  the 
prices  are  not  there,  and  yet  we  go  to  church  on  Sunday  and  hear 
about  how  the  world  population  is  starving,  so  what  the  heck  do  we 
do,  go  out  and  produce  more  I  suppose.  Then  you  also  have  the  con- 
fusing element,  we  see  a  lot  of  programs  where  we  are  putting  lots 
and  lots  of  money  in  to  people  who  don't  work,  and  yet  at  the  same 
time  you  have  a  lot  of  people  here  producing  the  back  bone  of  our 
economy  that  are  working  that  are  threatened  with  gomg  out  ot 

business.  ,  .      .     ,   ,     ,  , 

I  guess  the  only  thing  I  would  say  is  something  simply  has  to  be 
done,  and  that  we  are  a  confused  group  of  people  not  knowing 
which  way  to  turn.  We  are  trying  to  sell  our  product  to  the  world 
market,  it  simply  is  an  imperfect  market,  everybody  else  has  a  dif- 
ferent market  structure  than  ours,  we  are  not  competing  fairly, 
and  interest  rate  at  best  is  only  a  short  term  solution,  bomehow 
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there  has  to  be  a  better  world  market  because  we  will  never  be 

emcient  and  we  don't  consume  enough.  Thank  you 

Senator  Abdnor  Thank  you,  Mr.  Clement.  Do  you  think  this 
Z^ZnTK  f°id  ***  "*elf  out  of  the  worldycomSori 
SfewSiJy?  StnCt  C°ntr0lS  ^  Pr0dUCe  0nly  for  for 
Mr.  Clement.  No  we  can't  do  that  because  we  don't  consume 
enough  to  keep  a  third  of  our  farmers  in  business.  In  the  frel 
market  perwn  on  the  world,  but  on  the  other  hand  it  is  frustraS 
as  the  devil  because  our  people  aren't  competing  equitably  on  the 
market  the  rules  aren't  fair.  If  everybody  was  on  afree  nwket  it 
would  be  one  thing  but  our  farmer  are  competing  b%Sy  t  a 
market  that  is  not  fair  for  them.  y  m  a 

Qn?nat°r  A^DN0R-The  old  saying  that  we  are  the  most  productive 
and  can  produce  cheaper  than  anyone  causes  a  concern  when  we 
K^T?8^ "  ab°ut  *°  g2od0Yn  to  Argentina  and  contract  for  225 

SSMl  Tw°  ^f,  ^  $-2  a  ^hel  *™  ^  the  «>St  Of  Shipphlg 

and  all  they  are  still  buying  it  for  under  the  $2  price.  8 
«*r.  element.  Most  of  the  hamburger  comes  from  Argentina  Wf 
because  they  don't  like  our  fed  beef  Basically  to™  ceS  deX 

SLW  if  -  ?  Sf  r  tMbmony  on  the  world  market  Some- 
times I  wish  instead  of  subsidizing  it  they  just  buy  it  and  giveit  to 
somebody  to  get  it  off  the  market.  But  that  is  not  a  Solution 


Senator  Abdnor.  I  don't  know.  I  don't  know  if  these  people  are 
SJShm1  ^anpg  1  think  we  are  going  to  have  todfmore 
Urawe  did  with  E^ypt  earlier  this  year.  When  we  finally  recap- 

Eurli t£  2 ?  fl°Ur  .wk6t  Ir0m  we  lost  »  complete^  to 

ttSKw e .company  that  made  the  sale  sold  it  so  cheap  they  lost 

fci; W-  ma™e,lt;  up         000  and,  of  course, 

SSl^f  ♦SSl-CTnl\S  that  ta  the  way  we  have  to  move  grain 

?l       the        of  thmes  we  m»y  have  to  look  at. 

Mr.  Clement.  We  are  our  own  worst  enemy,  we  lost  most  of  our 

fft  l^°mP?ieS  to  the  east  ^  west  coast.  A  lot  of  you  people 
don  t  grow  calves  any  more,  but  a  lot  of  them  go  south  to  befed 
out.  South  Dakota  is  somewhat  like  an  under  developed  country  of 

SLJt^Jj^^i"1^  a  l0t,<?f  Patural  raourcesSt  wherewe 
export  most  of  it  and  put  very  little  value  added  on  it.  There  is  a 

n  Q„  Sh?  w"8*108  °^  that  ^  only  place  you  find  small  farms 
mJ?,fo  *    •  °ta,n0Y  ^ound  your  major  cities  where  you  have 

fe™  ?«n;UrinlplanJtS  Tthat  I  V*™*  would  work  Part  time  and 
form  160  on  the  side.  I  doubt,  I  hope  we  are,  but  I  doubt  ^f  our 
smal  communities  are  all  going  to  be  successful  enough  to  attract 
new  industry  to  reverse  that.  It  is  a  tough  problem 
Senator  Abdnor.  It  really  is,  thank  you  very  much.  Bob  Ellefson. 

STATEMENT  OF  BOB  ELLEFSON 
Mr  Ellefson.  Senator  Abdnor,  today  it  seems  like  we  have 

faSI  ^SoTO-T^L1^  one  that  1  wouId  like  to  address 
is  the  one  that  I  think  is  bothering  an  awful  lot  of  people  and  it  is 
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the  immediate  one.  We  have  talked  about  it  before,  but  we  haven't 
gotten  anything  done.  .  u      ,       , . 

I  think  the  immediate  need  we  have  in  agriculture  is  working 
capital  at  prime  rate  or  lower.  The  capital  need  is  both  a  short 
term  problem  and  a  long  term  problem.  It  is  important  that  capital 
of  the  United  States  is  shared  with  the  agricultural  industry.  Com- 
mercial banks  are  withdrawing  a  portion  of  their  loans  from  agri- 
culture, partially  due  to  the  pressure  from  bank  examiners.  Agri- 
culture needs  a  new  source  of  funds  now  and  also  for  the  future. 
Agriculture  is  suffering  from  low  prices  for  their  products,  high  in- 
terest rates,  devaluation  of  assets,  and  the  lose  of  export  markets 
because  of  the  strong  dollar.  We  are  now  experiencing  an  outflow 
of  working  capital,  and  this  will  make  agriculture  fail  in  just  about 
every  facet  including  the  banking  industry.  The  FmHA  is  an  orga- 
nization that  if  properly  funded  could  help  solve  the  problem. 

It  is  truly  unfair  and  unjust  that  an  industry  as  large  and  as  im- 
portant as  agriculture  should  face  ruin  due  to  the  lack  of  working 
capital.  South  Dakota  is  a  very  cash  poor  State,  and  we  need  addi- 
tional capital  now.  I  don't  know  how  I  can  impress  on  you,  and 
people  have  talked  to  Washington  and  they  have  requested  help, 
you  know,  for  a  long,  long  time,  and  now  it  is  coming,  push l  is 
coming  to  shove,  and  the  banks  are  just  extremely  worried  that  the 
bank  examiners  are  going  to  come  in,  take  over  their  banks,  they 
are  cutting  operating  loans,  and  turning  down  some  people  that 
they  shouldn't  be  turning  down.  We  actually,  Senator  Abdnor,  out 
here  right  now  as  a  society  are  eating  each  other  up.  It  is  really 
sad,  because  it  shouldn't  be  happening.  The  United  States  has 
plenty  of  capital,  but  we  are  not  sharing  in  that  capital.  We  have 
until  like  the  1st  of  March  to  solve  this  one.  Thank  you. 

[The  prepared  statement  of  Mr.  Ellefson  follows:] 
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Senator  Abdnor.  Thank  you,  Bob.  Sometimes  to  convince  other 
people  in  Washington  of  the  seriousness  of  a  problem  you  almost 
have  to  have  the  disaster  occur.  I  am  not  just  speaking  in  this  in- 
stance, I  have  seen  other  instances,  and  I  do  think  that  they  are 
waking  up  some.  Even  the  Secretary  backed  off  a  bit  and  the  pro- 
posal he  has  is  better  than  nothing  by  far,  but  we  would  like  to  see 
it  much  more  liberal  than  what  it  is.  There  are  pieces  of  legislation 
floating  in  Congress,  and  I  am  convinced  something  will  come  of  it, 
but  we  are  not  the  fastest  moving  bodies  down  there  when  we  do 
start  moving. 

Mr.  Ellefson.  Tomorrow  there  will  be  a  lot  of  people  in  Pierre 
just  to  support  this  concept.  What  I  think  is  really  disappointing, 
though,  is  when  the  Government  knows  there  is  a  problem  and  • 
they  hear  it  and  just  keep  turning  a  deaf  ear  until  something  bad 
has  to  happen.  That  is  really  sad.  I  think  the  administration  today 
is  very  insensitive  to  what  is  happening  in  agriculture,  and  we  can 
feel  no  other  way  about  it  out  here,  but  maybe  tomorrow  if  a  lot  of 
people  show  up  in  Pierre  and  we  get  national  recognition,  maybe 
somebody  in  Washington  will  say  maybe  we  need  to  do  something. 

Senator  Abdnor.  It  will  be  another  strike  for  the  effort.  I  know 
Minnesota  had  one  and  Nebraska.  This  is  one  that  follows  and 
there  will  be  others.  I  guess  that  is  what  it  is  going  to  take  to  wake 
up  the  entire  countryside  to  the  problem.  Thank  you  very  much. 
Mr.  Cecil  Byg. 

STATEMENT  OF  CECIL  BYG 

Mr.  Byg.  Thank  you,  Senator  Abdnor  and  ladies  and  gentlemen, 
and  the  other  guests,  distinguished  guests  that  have  been  in  front 
of  me.  Today  before  me  I  should  say.  Before  I  begin  I  first  want  to 
introduce  myself  because  there  may  be  a  little  controversy  here.  I 
have  been  with  the  Farm  Bureau  most  of  my  adult  life,  and  they 
aren't  here  today  and  I  have  resigned  my  position  on  the  county 
board  in  Minnehaha  County  last  fall,  not  that  there  is  any  great 
philosophy  difference,  but  they  aren't  quite  as  aggressive  as  I 
would  like  to  see  them  be.  Specially  in  his  time  of  need.  I  guess  I 
have  to  give  the  Fanners  Union  credit  for  my  being  here. 

Back  in  1932  when  we  had  the  same  kind  of  times  that  we  have 
now,  why  they  went  to  Pierre  and  cut  out  all  the  Government  sub- 
sidies and  at  that  time  the  Secretary  of  the  Farm  Bureau  was  the 
county  agent,  so  that  kind  of  put  a  crimp  in  the  Farm  Bureau  and 
we  didn't  get  it  going  again  until  about  in  World  War  n.  So,  so 
much  for  introduction.  I  guess  I  don't  believe  in  asking  the  Govern- 
ment for  help,  but  I  think  there  is  one  case  maybe  we  do.  That  is 
on  account  of  the  inflation. 

About  in  1979,  if  you  figured  a  dollar  against  the  ounce  of  gold  I 
think  it  was  worth  about  3  cents,  and  today  it  is  worth  about  11 
cents.  For  anybody  that  weent  into  business  or  bought  anything  in 
1979, 1980, 1981,  has  to  pay  back  about  $3  for  each  dollar  that  they 
borrowed,  and  I  guess  that  is  the  problem  that  we  arfaced  with.  I 
guess  you  fellows  have  to  work  with  the  assets  there  you  have  in 
Washington,  I  guess  about  all  you  have  is  surplus  farm  products. 

Maybe  you  mil  have  to  make  a  deal  with  them  to  give  them  to 
the  farmers  like  another  PIK  program  and  then  to  give  them  to 
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the  unemployed  to  get  the,  so  you  can  save  some  money  on  the  wel- 
lare,  and  maybe  the  thing  will  work  out  that  way,  because  it  kind 
of  reminds  me  of  the  State  of  South  Dakota  in  about  1920,  there 
was  some  allusion  to  that.  We  had  the  State  Treasurer,  we  had  the 
rural  credits,  they  were  in  the  hail  insurance  and  the  banks  were 
guaranteed  by  the  State.  I  remember  my  mother  going  to  get  the 
paper  to  see  how  they  were  coming,  the  Governor  says  we  will  have 
an  audit  and  see,  put  this  on  rest  that  they  aren't  going  broke,  that 
we  have  plenty  of  money.  So  they  got  the  assets  together  and  took 
them  to  the  rural  credits,  they  audited  that,  that  was  all  right;  that 
night  they  moved  them  over  to  the  next  agency,  they  audited  that 
the  next  day  and  that  was  good;  and  the  next  day  they  moved  them 
over  to  the  bank  guarantee  fund  and  they  audited  that  and  that 
was  good.  So  the  Governor  says  we  are  on  sound  financial  footing 
^Ttot1?  about  the  way  the  whole  country  is  nowadays.  We  went,  I 
thought  back  in  1960  I  quit  farming  and  cut  back  because  I  thought 
we  were  going  to  have  a  shake  out,  and  we  are  going  to  have  to  do 
something,  but  then  Kennedy  was  assassinated  and  we  went  from 
that  probably  to  worse,  and  if  you  get  a  chance  to  read  a  new 
author  I  run  on  to,  Eric  Hofer,  it  is  a  common  name  around  here 
but  he  was  born  in  New  York  and  he  educated  himself  in  Califor- 
nia, and  his  works,  and  he  said  the  white  people  on  this  planet 
have  been  without  leadership  for  the  last  20  years,  and  I  guess 
maybe  that  is  about,  I  would  agree  with  that  part. 

He  said  the  aryans  really  took  us  in  the  seventies  there,  and  he 
said  they  were  the  ones  that  sold  the  slaves  over  here  a  hundred 
years  before,  and  I  guess  we  probably  all  sold  ourselves  into  slavery 
again,  but  another  little  story  about  these  fellows  coming  from 
Washington  to  liquidate  these  farmers.  This  happened  in  the  farm 
credit  back  in  the  thirties.  Maybe  you  have  all  heard  it. 

A  fellow  come  out  with  his  book  from  Washington  and  was  going 
on  the  farm  looking  things  over  and  he  run  onto  a  goat,  and  he 
looked  through  his  book  and  couldn't  find  out  what  it  was.  So  he 
sent  word  to  Washington,  they  had  the  western  union  at  that  time, 
tie  said  1  found  an  animal  out  here  has  long  whiskers,  forlorn  look 
to  its  face  and  a  bare  rump,  what  is  it  and  what  is  its  value?  Well 
he  got  a  telegram  back  from  Washington,  he  said  that  is  the 
v? rm  *L  n0  value'  1  J,ust  put  down  1  guess  a  few  notes 

Senator  Abdnor.  Don't  get  me  wrong,  I  love  stories,  but  we  have 
to  get  moving.  There  are  a  lot  of  people  that  want  to  testify. 

Mr.  Byg.  I  can  t  see  you  with  my  glasses  on,  I  can't  read  without 
them.  I  guess  one  problem  is  I  think  that  the  Government  is  feed- 
ing more  people  now  with  food  stamps  and  welfare  than  what  the 
farmers  are,  and  there  is  another  thing  that  I  think  we  farmers 
have  been  brain  washed,  they  tell  us  we  are  only  3  percent  of  the 
population  in  this  country  so  we  don't  have  any  political  clout. 
Well,  I  want  you  to  remember  there  is  only  3  percent  of  the  people 
m  Russia  who  are  communists  too,  they  are  just  a  little  more  ag- 
gressive than  we  are,  that  is  what  the  only  problem  is.  We  produce 
this  food,  but  we  got  ourselves  sold  into  slavery  so  we  sell  to  the 
Government  and  they  do  whatever  they  want  to  with  it,  instead  of 
us  having  the  control. 
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I  used  to  go  to  a  Sunday  school.  I  believe  there  is  a  petition  in 
the  Lords  Prayer  that  says  give  us  this  day  our  daily  bread.  Now 
we  have  most  our  people  going  to  Washington  saying  give  up  food 
stamps  or  giv  >  us  welfare.  It  is  a  new  way,  a  new  God. 

I  guess— on  the  balancr  of  payments,  I  had  a  thought  on  that, 
too.  I  think  that  is,  the  businessman  and  others  have  alluded  to 
that.  I  think  that  is  brought  about,  well  the  way  I  saw  it  in  the 
sixties  and  somewhat  into  the  seventies,  the  laboring  people 
wanted  more  wages,  and  the  Government  went  along  with  it,  they 
got  more  wages,  the  Government  got  more  taxes,  they  could  have 
more  Government  programs,  they  could  get  more  votes,  and  now 
we  have  our  industry  so  high  priced  out  of  the  market  that  we 
can't  sell  anything  abroad. 

The  only  people  that  can  sell  anything  abroad  is  the  American 
farmer,  because  we  are  competing  directly  with  the  slaves  of 
Russia  or  any  other  place,  but  we  have  to  cut  these  costs  down  in 
Government  and  all  over,  and  I  guess  we  are  going  to  have  to  do 
like  the  Farmers  Union  done  in  1932,  just  cut  a  lot  of  that  stuff  off. 
Thank  you  for  the  time,  I  probably  had  a  few  more  thoughts  here 
but  that  is  enough  for  today. 

Senator  Abdnor.  Thank  you,  Cecil,  you  have  a  real  knack  of 
giving  your  message  with  a  little  humor,  that  is  nice  to  have. 
Duane  Poppens  of  Lennox?  Some  people  have  left.  Is  Duane 
around?  Leonard  Wieiis?  We  are  going  to  take  a  5  minute  break 
here  just  to  let  this  gentleman's  fingers  get  a  rest  for  the  home 
stretch.  So  we  will  take  a  5-minute  recess. 

[A  short  recess  was  taken.] 

Senator  Abdnor.  We  will  come  back  to  order.  Leonard,  sorry  to 
hold  you  up. 

STATEMENT  OF  HON.  LEONARD  WIENS,  COUNTY  COMMISSIONER, 
HUTCHINSON  COUNTY,  SD 

Mr.  Wiens.  Senator  Abdnor,  my  name  is  Leonard  Wiens,  I  am  a 
Hutchinson  County  Commissioner  and  a  businessman  from  Free- 
man. I  would  like  to  talk  to  you  a  little  bit  on  the  county  level  and 
a  little  bit  on  the  business  level.  I  will  begin  with  the  county. 
Hutchinson  County  is  predominantly  agriculturally  oriented  with 
95  percent  of  the  county  acreage  in  farm  land,  and  it  is  easy  to  see 
that  what  happens  when  sector  of  our  economy  has  a  significant 
impact  on  the  residents  of  the  entire  county. 

The  problems  facing  our  county  are  similar  to  other  counties 
throughout  the  State.  Our  population  has  steadily  declined.  We 
have  had  a  16  percent  decrease  between  1960  and  1980.  We  are  be- 
coming an  older  population,  28  percent  of  our  people  are  over  60 
years  old,  and  the  State  average  is  18  percent.  Our  percentage  is 
28.  Our  median  age  is  or  the  median  age  is  38.9  and  this  ranges 
from  age  38  in  Dimmock  and  age  65  in  Olivet  and  the  State  median 
age  is  28.9.  We  have  had  a  decline  in  farm  owners  of  minus  15.9 
and  of  farm  operators  minus  34.1.  We  have  an  increased  unemploy- 
ment rate,  in  1979  we  had  2.2  percent  and  in  1983  wenow  have  4.2 
percent.  An  increased  number  of  these  people  are  entering  the 
labor  force. 
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We  have  had  a  decrease  in  sales  tax  licensed  businesses.  In  1980 
™  ^qoq53  b"smesffs  ^  our  county  that  had  a  sales  tax  li- 
cense. In  1983  we  have  411.  So  we  have  lost  almost  50  businesses  in 
these  past  3  years.  These  items  indicate  that  although  we  have 
fewer  people,  a  greater  percentage  of  the  population  is  entering  the 
labor  force  only  to  find  fewer  job  opportunities.  Many  of  these  new 
entries  to  the  job  market  maybe  from  farm  households  and  are 
looking  for  a  second  income  to  help  make  ends  meet  and  to  pre- 
serve tneir  family  farm. 

Currently  we  do  have  a  project  in  progress  which  would  provide 
a  boost  to  the  economy  of  the  entire  county.  The  B-Y  Water  Dis- 
trict is  expanding  in  to  Hutchinson  and  will  provide  quality  water 
to  both  rural  and  non-rural  residents  throughout  most  of  the 
county.  That  water  system  is  an  excellent  example  of  a  Federal, 
btate,  local  partnership  that  works.  Jobs  will  be  created  in  agricul- 
tural production  and  processing.  The  $7  million,  the  $7  million  con- 
struction payroll  will  also  provide  a  boost  to  the  local  economy.  The 
reason  I  bring  this  up,  Senator,  is  that  in  order  for  this  project  to 
be  successfully  completed,  continued  Federal  assistance  through 
Farmers  Home  Administration  and  Housing  and  Urban  Develop- 
ment will  be  needed  to  help  leverage  local  dollars. 

Other  programs  that  have  been  of  assistance  to  the  local  econo- 
my include  the  Small  Business  Administration  Loan  Program 
These  programs  also  require  a  significant  commitment  by  the  pri- 
vate sector.  Elimination  of  agencies  such  as  SBA  will  only  hurt 
rural  area  businesses  and  may  adversely  effect  entire  communities. 

An  item  very  close  to  my  heart,  Senator,  is  revenue  sharing.  As 
we  all  know,  revenue  sharing  is  another  source  of  aid  to  rural 
areas.  These  funds  represent  a  return  of  local  tax  dollars  to  com- 
munities. The  loss  of  these  funds  would  require  an  increase  in 
property  tax  to  fill  the  gap.  Local  property  tax  increase  replacing 
of  Federal  tax  will  only  hurt  small  towns  and  our  rural  counties! 
Hutchinson  County  receives  about  $180,000  in  revenue  sharing 
The  majority  of  these  dollars  go  to  our  highway  system.  This  is 
tarm-to-market  roads,  bridges,  and  culverts.  These  things  must  be 
kept  up,  and  in  our  county  this  is  a  priority.  To  lose  these  funds 
now  means  that  in  order  to  keep  our  county  road3  operational,  we 
will  have  to  tax  our  people  even  more. 

This  gives  our  farmers  a  double  blow.  First,  our  President  wants 
to  ait  programs  to  the  already  depressed  farm  economy,  and 
through  the  loss  of  revenue  sharing  will  tax  the  farmer  even  more 
We  are  all  farmers  in  this  area,  and  this  simply  means  that  taxes 
are  going  to  go  up  for  us  all.  Our  President  is  seeking  to  cut  the 
federal  deficit  through  the  very  lifeline  of  our  great  country,  the 
\m?r'  somehow  to  me,  Senator,  this  just  is  not  right. 
What  Congress  should  realize  is  that  everything  we  eat,  every- 
thing we  wear,  and  in  fact  about  everything  we  take  so  for  granted 
originates  from  the  soil.  It  all  begins  with  our  farmers.  Why  then, 
since  in  reality  we  all  depend  on  the  farmer  for  survival,  does  the 
farmer  find  himself  in  his  present  financial  condition?  It  has  been 
said  by  some  in  high  government  that  it  is  the  farmer's  own  fault 
for  the  shape  he  is  m,  and  that  farming  is  a  business  like  any  other 
business  and  there  are  failures  in  any  business. 
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To  me,  there  is  one  big  difference  between  the  farmer  and  the 
businessman.  The  farmer  is  the  only  businessman  I  know  of  that 
buys  retail,  sells  wholesale,  pays  freight  both  ways,  and  is  expected 
to  keep  above  the  water.  No  business  can  operate  that  way  and  we 
all  know  it.  As  far  as  it  being  the  farmers  own  fault  for  the  shape 
he  is  in,  I  am  wondering  if  this  is  really  true. 

I  have  been  told  that  young  farmers  have  gone  to  borrow  money 
through  different  government  lending  agencies,  and  they  have 
tried  to  get  a  $10,000  loan.  They  were  denied  that  $,10,000  loan,  but 
were  talked  in  to  a  $100,000  loan.  They  wanted  a  $10,000  loan  to 
expand  their  hog  operation  or  something,  they  went  for  $10,000, 
the  man  says  can't  give  you  $10,000,  we  will  give  you  $100,000. 
Then  do  it  big  and  do  it  right.  And  we  say  it  is  the  farmers'  own 
fault,  not  just  real  sure  that  it  always  is  the  farmers'  own  fault. 

Perhaps  some  of  the  blame  lies  with  these  Government  lending 
agencies  that  pushed  them  in  to  their  present  financial  condition, 
These  are  my  own  personal  views,  and  I  could  be  wrong,  but  this  is 
how  I  feel  about  it.  I  am  just  about  through,  I  won't  take  much 
more  time.  In  any  case,  the  blame  or  the  fault  of  whose  fault  it  is 
or  whose  blame  it  is  to  me  is  all  beside  the  point.  The  point  right 
now  is  that  there  are  farmers  in  trouble  out  there  right  now,  no 
matter  whose  fault  it  is. 

As  a  businessman,  every  time  a  farmer  quits  farming  I  have  lost 
two  potential  customers.  I  have  lost  the  farmer,  and  I  have  lost  at 
least  one  of  his  children  as  a  potential  customer.  As  our  customers 
dwindle,  so  does  our  business.  This  could  well  be  the  beginning  of 
the  demise  of  our  small  towns  and  communities.  Is  this  what  our 
Government  wants?  Maybe  it  is.  The  banks  that  are  now  going 
down  are  mainly  banks  that  lend  to  agricultural  areas.  This  cer- 
tainly has  to  tell  us  something.  If  the  farmer  could  just  get  a  fair 
price  for  his  product,  and  if  the  interest  rates  would  come  down, 
just  keep  coming  down  a  little  more,  the  farmer  would  not  need 
any  help  from  anybody.  He  could  make  it  just  fine. 

In  conclusion,  I  would  ask  that  your  committee  seriously  consid- 
er the  items  I  have  mentioned,  and  not  have  urban  areas  penalized 
rural  areas  in  regard  to  reducing  the  budget  deficit.  Sir,  I  thank 
you  very  much. 

Senator  Abdnor.  Thank  you,  Leonard.  You  are  absolutely  right 
that  rural  America  is  being  called  upon  to  take  a  lot  more  of  that 
budget  cuts  than  anyone  should  be  asked  to,  and  I  just  know  that 
isn't  going  to  happen.  I  would  say  revenue  sharing  has  been  one  of 
my  favorite  programs  all  along  because  at  least  rural  America  got 
the  treatment.  But  don't  forget  that  is  a  $4  billion  program  and  a 
lot  of  guys  when  they  are  looking  for  dollars  they  look  at  our  State 
government  that  has  more  th^n  $4  billion  worth  of  surplus  while 
the  Federal  Government  has  $230  billion  worth  of  deficits,  it  does 
create  a  problem.  Out  of  all  the  programs  that  are  getting  down  to 
where  they  are  intended  there  is  no  doubt  in  my  mind  that  reve- 
nue sharing  does  that  better  than  any  of  the  others.  We  sure  will 
be  in  account  of  this  when  it  comes  up,  but  it  is  going  to  be  a  tough 
ball  game.  Our  next  witness  is  Tom  Dobbs.  He  has  been  here  since 
early  this  morning. 
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STATEMENT  OP  THOMAS  L.  DOBBS,  PROFESSOR  AND  -EXTENSION 
RURMjDEYELOPMENT  ECONOMIST,  SOUTH  DAKOTA  STATE  % 

Mr.  Dobbs.  I  submitted  a  prepared  statement,  I  don't  think  I 
need  to  take  your  tune.  I  had  requested  an  oral  statement.  I  think 
m  the  interest  of  tune  we  are  at,  the  prepared  statement  will  suf- 
fice. 

[The  prepared  statement  of  Mr.  Dobbs,  together  with  additional 
material,  follows:]  * 
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COOPERATIVE  EXTENSION  SERVICE  / 

SOUTH  DAKOTA  STATE  UNIVERSITY  Economic*  Ei1tn**>n 

Scobty  H*Jt  Box  904A  Economic*  Dtowlmtnl 

Brooking*,  SO  57007-0M3  WWM1 

January  30,  1985  V*91002  J| 
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MEMO  TO:    Senator  Jamee  Abdnor 
Vice  Chairman 
Joint  Economic  Committee 
United  Stataa  Sanete 

FROM*.         Dr.  Thomaa  L.  Dobba 

Profeaaor  and  Exteneion  Rural  Development  Economiet 
South  Dakota  State  Univeraity 


SUBJECT:    Information    for  Your  Keeting  of  February  lt#  1985  in  Freeman,  S.D. 
on  "Condition  and  Outlook  for  the  South  Dakota  Economy 

Your  letter  of  January  16,  1985  invited  participation  in  the  "Abdnor 
Toek  Force  on  the  Rural  Economy".  I  aubaequently  raap-jnded  in  the  affirma- 
tive  to  your  Sioux  Falla  field  office.  X  am  uaing  thia  memorandum  to  convey 
some  thought a  on  conditiona  of  tha  South  Dakota  economy  and  implicationa  for 
public  policy  toward  rural  economic  development. 

South  Dakota  experienced  quite  healthy  rural  economic  development  in 
oany  reapecta  during  the  1970a.  The  State'e  population  grew  by  4  percent 
overall,  partly  aa  a  raault  of  aubatanti.U  growth  in  non-agricultural  wage 
and  a alary  employment.  Although  agriculture 1  employment  declined  by  36  per- 
cent between  1965  and  1979,  non-agricultural  wage  and  aalary  employment  in- 
creaaed  by  55  percent,  cauaing  overall  empiojrment  in  the  State  to  increaee. 
Manufacture  employment  aaaentially  doubled  in  South  Dakota  during  that 
period.  Although  manufacturing  ia  atill  modaat  aa  *  percentage  of  non- 
agricultural  employment  in  the  State  (11  percent  ,  in  comparison  to  the 
Hation  aa  a  whole,  it  became  an  important  force  in  rural  jconomic  diver 
aification   and   employment    during   thi.  J*rio*.    (See  /""^  ^  fiW^J 

Hjnuficturin*    D^nlopment  -  uhft  InMn«nc»«  It?  A^S^y^^^h^koiiLafl 

5i  1970*. ) 

In  apite  of  thie  overell  fevoreble  performanca  during  the  1970a,  two- 
thirde  of  our  South  Dakote  countiee  end  more  than  one-half  of  our  towne  ec- 
tually  declined  in  populetion  during  the  1970e.  Aleo,  there  hae  been  much 
Uaa  aucceaa  in  expending  egriculturel  pioceaeing  than  had  been  hoped  for. 
In  fs«?  IJJiculturil  proleeiing  employment  hae  ahown  little  ne,  change  over 
Se  paat  20  year,  ia  South  Dakote.  Hoped  for  development,  in  «  «l"hol 
fuel,    industry'  for    the    Stete    ere    but    one  i'^'jESHiitv 

faln-Bcale      Fu«l     Alcohol    prndueti0n    from    Cora;  BfOTflglC  TtQfMUM 

Protects  )  Moreover     the   Ketionwide    receaeion   of  1979-82    waa  a  aevere 

&£r'  etb.c"foerr4outheD.kote.  We  sr.  .till  in  the  proce..  o  mak  ng  up 
for    employment    declinee  experienced  during  that    period.    Thua,  in  epitc  of 


132 

BEST  COPY  AVAILABLE 

s»  J  o  .^jk^&s&fr- 


128 


the  iapreeeive  {tint  in  rural  South  Dekote  during  tbt  I970»  ve  now  find 
celljr    dt.cdv.nt.ged"   per.oo.    in    South    Dekote.    TZrlJ    70*000  of 

ca^^TrssA'a  south  ^ wss-ws 
our  r-.rrrrf^ 

"""wJ!""  Afor  «•»  t0~»  irihu.i......  ladder  ret."  Ina  S,K 

n«     Si!   J!  ,icc"4in*  t0  «•«•  ««•  Univer.it,,  oo.  rec.il  ou"- 

"r   bf  l0,t  «or  every  nine  term*   loet  in  northwet  iowe.    If  ve  epply 
thet    eooc    mpact  eetim.ce  to  eoutheaec  South    D.kote.  ve  sot  mmi  wlm  of 

EJI  Per  ^or?*.  fern/™  °Ptrtt°r8   U  Soutb  D*k0U  wktd  100  oc 

rural^E  •S-.ta?"   *        UpUc*ti0"'  our  current 

strut!™  "L.T  ^CVSlSP  *  tw-Pwn*«*  wrel  economic  development 
■trategy    for    South    Dakota.     One   prong    i«  thort    tan.  covering* 

fn7  the  tJoe  SPiV*  ^Uct^inf  "P.ri.ncrf  during  th.  1970s 

ih.        .  T  °fc fln*ncUl  »nd    related  services  growth  experienced  over 

reexamination  of  agricultural  processing  opportunities  for  the  State. 

.tratL  *5\  J*!0"?  ?l0X±  UvolY"  *>uth  D*kota»s  rural  development 
b.  iIK  «  J°bI*ln  fh*  ™ntr**f»t  Century,  the  basis  for  Vbicb  ™.t 
for  ilffiiF  f?  ?Di«ctlv«»  t0  be  echieved.  V.  must  have  a  stmefty 
f«L  >  •  '  Jl»her^«*;  J°DB  *»  th«  hilh-tech  manufacturing  end  f^let 
indu.trtes   that    sre    Decerning    en    increeein*  portion    of  the  African 

liTS;  eThe  ftxtnf  J°  vhich  So?th  Dtkou  wi"  *     to  p«tulp«2 

?  °TX  in  ,u*8t«tU*  P«"  <eP«»d  on  the  quality  of  ufe 
offend  i«  south  Dekote  (through  schools,  roeds.  municipel  i.rvice" 
uStitutiSns.00  q««»ty   of    our   higher    education   and  research 

3.  Federal  end  Stef.e  policies  end  programs  effecting  States  in  our 
region  must  be  examined  in  light  of  such  a  tvo-pronged  rurel  development 
strstegy.  Locel  consmnities  mist  also  sxamine  their  atrategiea  in  light 
of  both  the  ahort-  and  longer-term  perspectives.  In  South  Dskote  State 
University  s  Cooperative  Exteoaion  Service,  ve  ere  helping  locel  com- 
muntties  to  gain  needed  perspective  through  our  HSavall  Town  Economic 
Development  Options"  program  (described  in  Attechment  D), 

TLDAfjc 

Attch-    A.    Rural  Manufacturing  Development— What  Influencea  ItT   A  Study  of 
South  Dakota  in  the  1970a 
S.    Small-scale  Fuel  Alcohol  Production  from  Corn:  Economic 
Feaaibility  Proapecta 

C.  Rural  Underdevelopment:    Unemployment  and  Underemployment 
in  South  Dakota 

D.  Cooperative  Extension  Program  on  "Small  Town  Economic 
Development  options" 
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Rural  manufacturing  development... 

••'   what  influences  it? 

gy  Wsync       foeken,  foraer  graduate  raaaarch  aaalatant 
and  Thomas  L.  Dohh*,  antedate  profossor  of  economics 


X.  Introduction 

The  increased  level  of  Manufacturing 
activity  in  rural  areas1  of  tho  U.S.  over 
the  past  20  years  Is  s  reversal  of  a 
pattern.    Metropolitan  sreas  tradition" 
ally  have  been  conttidorod  least-cost 
location*  becnure  chcy  attract  coaplcacn- 
tary  firas  and  suppliers  and  possess 
skilled  labor  pool**,  access  to  markets 
nnd  transport;) Hon,  and  a  wido  range  of 
services.    However,  certain  p rob lea* — 
such  as  pollution,  criae,  and  conges* 
tlun—liuvi*  begun  to  offset  the  appeal  of 
metropolitan  arciw.    Manufacturing  ea- 
ployaent  grouth  during  the  1960's  shoved 
U.S.  nonactrcpolitan  aanufscturing  ea- 
ployaent increanlng  by  3.4X,  compared  to 
s  metropolitan  gain  of  1.72. 

South  Dakota  has  benefited  froa  this 
trend,  posting  a  202  (or  2,600  eaployee) 
increase  in  Manufacturing  eaployaent  In 
the  1960's  and  s  652  (or  10,200  eaployee) 
increase  froa  1970  through  1980.  (Over 
752  of  tho  increased  Manufacturing  ea- 
ployaent froa  I960  through  1980  occurred 
axaong  those  industries  producing  durable 
goods.) 

Thla  increanc  in  nanufucturing 
eaployaent  has  helped  offset  the  decline 
in  agricultural  eaployaent.  Agriculture 
(directly)  accounted  for  less  than  Z5X  of 
totsl  eaployaent  In  South  Dakota  by  1980. 
Direct  eaployaent  in  agriculture  de- 
creased by  aore  than  402  froa  I960  to 
1980. 

Expanded  aanufscturing  eaployaent 
opportunities  have  helped  to  reduce  the 
flow  of  working  age  peoplo  out  of  South 
Dakota.    Net  outaigrstion  froa  South 
Dakota  decreased  froa  92,560  persons 
during  the  1960's  to  28,935  during  the 


1970's.    This  permitted  modest  populotion 
growth  (3.4X)  In  South  DskcU  during  tho 
1970's,  compered  to  a  decline  (-2.12)  in 
the  1960's.3 

We  have  no  assurance  that  this 
pattern— continued  expansion  in  sunu- 
facturing  Jobs  to  help  balance  Che  econ- 
omy— will  continue.    One  recent  study 
notes  lhat 

employment  growth  of  tho 
1970's  (in  the  Upper  Midwest, 
which  Include*  South  Dakota  J 
was  «ado  possiblo  largely  by 
the  huge  numbers  of  young 
people  snd  women  joining  the 
labor  force.    But  the  supply 
of  young  workers  will  be 
greatly  diminished  (in  tho 
1980'sJ  because  nost  of  t1>u 
"baby  boom"  children  oro 
already  in  the  labor  force. 
How  sany  aore  woaen  will  Join^ 
the  labor  forco  la  uncertain. 


What  lessons  csn  we  learn  froa  the 
1970*s,  so  tlvat  we  cr.n  continue  i\  xtcady 
snd  sound  expansion  in  rural  industrial 
eaployaent  opportunities? 

An  examination  of  recent  indiistrlnl 
location  patterns  In  the  etoto-- with 
attention  to  coaaunlty  and  lnbor  fcrcc 
charsctarlstlcs  of  the  coaaunltlas  in 
which  Industries  have  located — can  help 
in  projecting,  planning  for,  ^nd  pro- 
noting  manufacturing  growth  In  tl»  < 
future.    If  they  know  what  has  most 
influenced  previous  industrial  location 
decisions,  local  planners  can  then  aurc 
effectively    deal  with  those  inducements 
to  industry  which  are  within  their  own 
coaounity's  control. 
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Purppiei  snd  hypotheses  of  the  atudy 

The  general  purposes  of  this  etudy 
vert  two-fold i  1 

(1)  to  explore  how  the  extent  end 
type  of  rurel  industrialization 
being  experienced  in  South 
Dakota  differ,  saong  types  of 
communities  and  local  lsbor 
sheds;  and 

(2)  to  dsvelop  policy  and  plsnning 
recommendation*  that  can  be 
used  by  rural  industrial 
development  .cntitica  at  the 
community,  district,  and  etate 
levela  in  South  Dakota. 


The  underlying  aasumpelon  of  thie 
study  vaa  that  the  degree  and  type  of 
industrialisation  is  directly  related  to 
community  and  labor  shed  characteristics. 
Theae  characteristics,  or  "locationel 
inducement  factors,"  can  be  broken  down 
in co  soverol  categories. 

Labor  force;    it  waa  hypothesized 
that  the  existence  of  an  sopXe  supply  of 
relatively  i0w  cost  labor  favors  manu- 
facturing employment  growth.     As  manu- 
facturing fima  often  oust  train  their 
employees  anyway,  the  low  ekill  ieVel  0f 
much  of  South  Dakota 'a  work  force  nay  not 
be  a  detriment.    It  may,  in  fact,  be  a 
boon    to  expanding  manufacturing  activ- 
ity, since  low  skills  generally  imply  low 
wagea,  which  in  turn  attract  Manufac- 
turing.   Thia  relstionship  was  expected 
to  exist  primarily  for  labor-intensive 
manufacturing  firms  with  relatively  low- 
technology  production  processes. 

Agglomeration;    He  also  expected  a 
sissble  population  baae  and  agglomeration 
factora  to  aid  a  community^  Industriali- 
sation potential.   Agglomeration  acono- 
miea  refer  to  reduced  costs  t  f  inputs  and 
aervices  for  firms  that  are  .  chlered  when 
en  oreu  iw.  sufficient  firmi  that  sup- 
pliers can  locate  nearby  end  operste  with 
substantial  volumes.    A  large  population 
base— by  South  Dakota  standarda— was 
hypotheeired  to  conatitute  both  a  poten- 
tial labor  supply  and  a  potential  market 
for  a  firm* a  gcods. 


Trans  portion  i  Access  to  adequate 
freight  transportation,  for  shipping  raw 
materials  iu  and  finished  products  out, 
was  hypothesised  to  sssist  a  community's 
industrisllsatlon  efforts.    Tho  availa- 
bility of  alternative  forms  of  trsns- 
portst  ion— such  as  truck,  rsil,  and  air— 
■and  occsss  to  on  interctnte  hinltwny  were 
expected  to  enhance  manufacturing  activ- 
ity In  a  community. 

Educational  fncllltluMt    y\w  vx„ 
latence  of  post-secondary  educational 
facilities  In  s  county  was  also  hypothe- 
sised to  promote  Incressed  manufacturing 
employment  growth.    As  groduatus  uf  thus* 
recilitiee  are  retained,  in  fcho  community, 
the  work  skills  In  the  labor  pool  will  be 
more  diverse  end  higher  in  quality. 
Thie  may  attract  Industries  requiring 
•ore  sltillsd  workere.   Nanngomu.it  per- 
sonnel are  sJso  mora  easily  drawn  to 
theee  communities,  sincu  they  will  Iwve 
post-secondary  educational  facilities  ,-it 
hand  for  their  children  and  sincu  cul- 
tural amenities  wil?.  be  more  ro.idlly 
available  for  their'  porsonol  unjuysvia. 
In  addition,  college  students  for  p.irl- 
tlme  work  and  student*  spousos  for  port- 
er full-time  work  csn  add  to  the  poten- 
tial local  labor  force.  . 

Other  factors!    There  ore  other 
factors  not  neatly  included  in  the  four 
categoriee  above.    They  includo  local 
actione  (such  as  making  industrial  «iCcs 
available,  providing  facilitios  at  thuso 
sites,  snd  providing  financing  assistance 
to  firms)  which  are  ofton  bclJcvc<l  to 
conatitute  attractions  to  industry. 

Pate  sources  snd  »n»lytlc<i  pror^..rn. 

Data  for  this  study  were  collected 
from  sev»*al  sources.   Much  of  the  data 
were  obtslned  through  mall  aurvey  ques- 
tionnaire .    One  queationnoire  was  aunt 
E!A**!!i*  °£  "^"turing  firms  which 
had  become  established  in  South  Dakota 
communitiaa  since  approximately  1970.* 
Another  queationnaire  waa  aont  tu  nil 
locsl  development  corporations  in  tho 
state.    Copies  of  these  quostiomuiros 
sre  presented  ss  Appendices  A  and  B  in 
thia  publication.    Data  for  other  vari- 
able ware  collected  from  various  MCon- 
dsry  sourcss. 
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Several  methods  of  statistical  and 
tabular  analysis  were  used  in  this  study 
to  discern  which  factors  have  been 
relevant  In  past  location  decisions  of 
Manufacturing  firms  in  South  Dakota. 
Multiple  regression  analysis  was  used  to 
examine  relationships  between  dependent 
variables  and  the  values  taken  by  sets  of 
explanatory  or  Independent  variables. 
Two  alternative  dependent  variables  were 
used  In  this  study:    1)  the  absolute 
change  In  manufacturing  employment,  and 
2)  the  percentage  cl*ange  In  manufacturing 
employment.    Manufacturing  employment 
change  In  South  Dakota  was  measured 
between  the  years  1971  ond  1977  (due  to 
data  available  at  the  time  of  analysis). 

The  Independent  variables  repre- 
sented various  socio-economic  characteris- 
tics of  South  Dakota  counties.  The  county 
was  chosen  as  the  measurement  unit  for  the 
regression  nnnlysis.    those  independent, 
or  explanatory,  variables  were  grouped 
within  four  broad  categories  of  locstlon- 
al  Inducement  factors:  (1)  labor  force 
.iv.ii lability,  (2)  economic  structure  ond 
agglomeration  factors,  (3)  transportation 
access,  and  (4)  educational  facilities. 
Regression  models  were  developed  for 
analysis  of  manufacturing  employment 
growth  fot  the  entire  state  and  for  only 
nonmetro  areas  of  South  Dakota,  thus 
excluding  Minnehaha  and  Pennington 
counties  from  this  latter  analysis. 

Tabular  analyses  were  also  carried 
out  and  were  supplemented,  where  appro- 
priate, by  chl-square  and  analysis  of 
variance  statistical  tests. 

More  details  concerning  dats  sources, 
statistical  methodology,  and  regression 
analysis  results  can  be  found  in  the  SDSU 
Masters  thesis  by  Coeken,  one  of  thlc 
bulletin's  authors. 6    Table  1  contains 
abbreviated  descriptions  of  vsriables 
used  in  the  regression  analysis.  Many  of 
these  variables  will  be  referred  to  in 
the  following  sections.  Shown  In  Table  2 
are  the  county-level  population  and 
employment  data  for  South  Dakota  which 
were  used  in  tne  analyses. 

Industrial  location  factors  examined 
in  this  study  can  be  thought  of  as  either 
beyond  a  community's  control  or  modifiable 
by  community  action.     Results  of  the 


analysis  sre  presented  in  the  following 
two  sections  of  this  bulletin. 

II.    Factors  beyond  coantunlty  control 

Previous  industrial  location  studies 
.done  in  the  United  States  have  frequently 
concluded  that  variables  beyond  the  realm 
of  direct  community  control  are  the  most 
Influential  In  attracting  manufacturing 
'firms.    Severnl  vnrlnblca  which  tend  to 
be  "beyond  community  control"  were 
examined  in  this  study.    Many  arc  among 
the  regression-analysis  vsriables  in- 
cluded in  Table  1. 


Labor  force  availability 

Manufacturing  firms  tend  to  locate 
where  most  of  their  labor  requirements 
can  be  met  from  the  existing  labor  pool 
in  the  area.    This  is  especially  true  of 
labor-Intensive  Industries  that  draw 
largely  upon  Initially  unskilled  laborers, 
as  do  food  processing  and  apparel  fabrica- 
tion firms. 

Several  different  variables  were 
used  in  this  study  ss  indicators  of  how 
much  labor  was  available  in  South  Dakota 
counties  In  1970,  the  beg inn Inn  of  the 
period  under  study.    These  Included  the 
county  unemployment  rate,  measures  of 
the  lsbor  force  participation  rate, 
measures  of  underemployment  and  lnbor 
force  utilization,  and  age  structure  of 
the  county  population.  Regression 
analysis  was  used  to  determine  the  effect 
of  these  labor  force  availability  factors 
on  both  growth  in  the  absolute  number  of 
manufacturing  jobs  and  percentage  growth 
in  manufacturing  Jobs  in  South  Dakota 
counties  between  1971  and  1977. 

Only  two  of  the  variables  in  this 
group  contributed  much  understanding  to 
why  manufacturing  employment  opportuni- 
ties have  expanded  enre  rspldly  in  some 
counties  than  In  others.    These  were  the 
female  labor  fores  participation  rate  and 
one  of  the  underemployment  Indicators. 

The  female  labor  force  participation 
rste  measures  the  percent  of  the  female  , 
civilian  population  sged  16  and  over  who 
are  included  in  the  civilian  labor  force. 
A  low  participation  rate  la  a  possible 
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Indication  that  additional  workers  could 
enter  the  labor  force  If  more  joba  became 
available.    Count with  relatively  low 
female  participation  rataa  at  the  begin- 
ning  of  the  1970 »a  vere  found  to  have  the 
greateat  percentage  ratea  of  ■anufactur- 
lng  Job  growth  In  aubaequent  years.  Thla 
la  conalatent  with  the  apparent  national 
tendency  during  che  1970' a  for  low-wage 
manufacturing  to  move  or  expmd  in 

substantial  numbers  Into  rural  areaa 
which  Iwd  available  female  workers,  Por 
many  counties,  a  relatively  untapped 
female  labor  aupply  waa  thus  conducive  to 
attraction  of  manufacturing  flrma  and 
joba. 

The  other  algnlflcaat  explanatory 
variable  In  the  group  waa  the  under- 
employment  Indicator  which  measured  the 
percentage  of  laborer  a  employed  leaa  than 
full  time  (AO  boura  per  weak).   As  ex- 
pected, count  lea  with  higher  than  average 
ratea  of  port-time  employment  going  Into 
the  1970*8  eubaequently  experienced 
somewhat  mora  rapid  manufacturing  growth, 
in  pcrrcmnUc  terms.    The  underemployed 
work  force  apparently  aervod  aa  a  drawing 
card  to  manufacturing  flrma. 

Othtr  varlablaa  dealgnad  to  meeaura 

local  labor  force  ovailabtll  j   did  not 
shed  much  light  on  why  Indua trial  growth 
uaa  been  faater  In  aomo  South  Dakota 
count laa  than  In  othera.    The  county 
unemployment  rate,  the  county  total  labor 
force  participation  rate  (Including  both 
men  and  women),  and  age  atructure  of  the 
county  population  at  the  beginning  of  the 
1970  a  all  aeemed~by  theaaelvaa— to 
explain  little  about  differential  manu- 
facturing employment  growth  ratea  within 
South  Dakota.    Thla  wao  alao  true  of  one 
of  the  meiaurea  of  underemployment  uaed, 
the  economic  utilisation  Index.  Tha 
economic  effectiveness  In  which  the 
•kill a  of  an  area's  work  force  sre  put  to 
use  is  measured  V;  this  Index.  Differ- 
ences In  economic  utilisation  of  work 
forces  aaong  South  Dakota  count lea  at  the 
beginning  of  tho  period  studied  did  not 
teem  to  substantially  Influence  sub- 
sequent rites  of  manufacturing  growth. 

High  correlation  between  selected 
variables  Is  one  rceaon  that  some  vari- 
ables did  not,  by  themselves,  explain 
much  of  the  variation  among  counties  In 


ear-ifscturing  growth  rataa.    Por  example, 
tn*       •cructure  variable  waa  highly 
correlated  with  the  college  variable. 
Tha  college  variable  (dlscuasod  Inter  In 
thla  report)  did  prove  to  be  of  some  lm-  ' 
portance  to  explaining  manufacturing  ' 
growth  rata  differences  among  counties. 

Economic  atructure  and  a gel omorn t 1 on 
fee tore ; 00  


Induatrlnl  flrma  usually  outsider 
the  level  and  typo  of  services  available 
in  prospective  communities  beforo  making 
final  location  dtclalona.   often,  the 
Presence  of  other  firms  already  located 
in  an  area  causes  s  host  of  epeclalisod 
services— auch  aa  engineering,  legal, 
f  inane  tog,  and  transportation  services- 
to  locate  In  the  area  and  to  be  available 
st  low  per  unit  costs.    Tlteso  awJomcm- 
tion  economlM  sre  generally  associated 
with  larger  communities,  where  the 
population  base  can  provide  both  labor 
Inputs  i  ad  s  potential  market  fur  a 
flrm*a  products. 

Seversl  vorlnblca  dealing  with 
population,  prior  industrial laa tion,  and 
market  acceaalblllty  were  used  In  this 
study  to  measure  agglomeration  effects 
on  manufacturing  growth.    Tho  «fcfclumor,i- 
tlon  potential  of  an  area  la  also  In- 
fluenced by  tho  general  economic  Ktrue- 
ture  of  tha  area,  represented  In  thla 
atudy,  in  part,  by  voriablea  which 
measure  Income  and  poverty  IovoIk  (Table 

Agglomeration  factors:    Of  the 
agglomeration  varlablaa,  the  population 
?f,!.C0Unty  8t  tht  ta«*"ning  of  the 
1970  a  ssemed  to  havo  the  must  effect  un 
subsequent  industrial  expansion.  Cm.ntios 
with  ths  highest  population  at  the 
outset  tended  to  have  tha  greateat  p,rowth 
In  manufacturing  employment—  both  In 
absolute  snd  in  percentage  terms.  How- 
ever, ths  affect  waa  leaa  marked  In  tho 
more  rural  countlaa  of  south  Dakota  than 
In  the  more  urbanised  counties  of  Hliimi- 
haha  and  Pennington.   Parsons  per  square 
mile  In  counties  snowed  a  similar, 
positive  effect  on  manufacturing  growth. 
However,  aa  a  pradlctor  of  manufacturing 
growth,  the  simple  variable  population 
was  mora  useful  than  the  variable  nermms 
P£.r.  squire  mile.  "~ 
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A  sizable  population  base  doea,  aa 

hypothesized,  apparently  enhance  a  local 
area's  Industrialization  potential.  This 
nay  be  due  In  large  part  to  the  existence 
of  a  noro  extensive  labor  supply,  from 
which  Increased  manufacturing  workers  can 
be  drawn.    The  diversity  of  skills  which 
can  be  found  in  iho  labor  pool  of  a  noro 
populated  area  Is  also  Important. 

A  progressive,  reinforcing  pattern 
often  occurs  .is  industry  which  requires 
skilled  workers  enters  an  area.    A  demand 
for  skilled  laborers  which  can  not  be  net 
from  the  existing  labor  pool  Is  filled  by 
skilled  workers  who  move  Into  or  return 
to  the  area.    This  Influx  of  skilled 
laborers  may  provide  the  Impetus  for 
attracting  more  Industry  which  draws  on 
these  and  other  skills.    In  this  fashion, 
the  employment  demands  of  manufacturing, 
firms  and  the  quality  and  quantity  of  the 
labor  force  In  an  area  progress  togethei. 

A  location  Index  was  used  In  the 
study  to  measure  the  importance  of 
proximity  to  major  trade  centers.  Such 
proximity  was  expected  to  enhance  case  of 
shopping  for  employees,  as  well  as  bring 
manufacturers  relatively  near  to  potential 
markets  and  suppliers.    However,  this 
particular  location  factor  did  not  prove 
to  be  important  in  explaining  differences 
among  South  Dakota  counties  in  manu- 
facturing employment  growth  during  the 
1970's. 

Another  factor  analyzed  was  the 
degree  of  prior  industrialization  that 
existed  In  each  county  at  tha  outset  of 
the  1970's.    It  was  thought  that  counties 
with  a  greater  initial  industrial  base 
would  have  high  rates  of  manufacturing 
employment  growth  during  the  1970*8. 
Incoming  firms  can  often  hold  down  costs 
oy  utilizing  facilities  and  services 
which  are  already  present  in  more  in- 
dustrialized communities,  rather  than 
incur  the  added  costs  associated  with 
initial  provision  of  these  facilities  au 
services. 

The  degree  of  prior  industrializa- 
tion was  found  to  have  the  opposite 
effect  on  manufacturing  growth  from  that 
expected.    Counties  with  a  low  level  of 
industrialization  entering  the  1970's  had 
the  highest  percentage  rate  of  growth  in 


manufacturing  employment.    Of  course, 
many  started  with  very  low  bases.,  causing 
small  absolute  lncreaaes  in  manufacturing  . 
employment  to  be  large  in  percentage 
terms.    Nevertheless,  this  finding  is 
consistent  with  the  general  national 
'trend  observed  during  the  1970,s— manu- 
facturing growth  expanding  markedly  In 
rurai,  less  industrialized  areas  of  the 
country* 

Economic  structure.    The  agglomera- 
tion potential  of  an  area  is  alao  in- 
fluenced somewhat  by  the  economic  struc- 
ture and  well-being  of  the  area.  Economic 
well-being  influences  support  for  and 
availability  of  community  services  which, 
in  turn,  can  enhance  Industrial  expansion 
potential.    Variablos  representing  poverty 
and  income  were*  used  to  measure  tho 
influence  of  economic  wcll-holnf.  fnctora 
on  manufacturing  growth. 

The  level  of  poverty  in  South  Daxota 
counties  inhiMted  manufacturing  employ- 
ment growth.    Those  counties  with  the 
least  poverty  wore  the    most  uucccKsfu] 
in  increasing  manufacturing  employment 
growth  during  the  study  period.    This  may 
indicate  that,  as  less  of  the  populace  is 
poor,  the  more  support  there  will  be  for 
public  services  (such  as  street a,  ho worn, 
police  protection,  and  education),  which 
are  aids  to  attracting  industry.    Also,  a 
high  degree  of  poverty  may  indicate  a 
generally  depressed  economic  structure, 
which  would  not  be  conducive  to  manu- 
facturing employment  growth. 

Per  capita  income,  tho  otltor  variable* 
used  to  represent  economic  well-being, 
did  not  appear  to  be  a  good  predictor  of 
manufacturing  growth.    However,  this  may 
have  been  due  in  part  to  the  variable's 
high  correlation  with  the  poverty  variable. 
Both  variables  tend  to  represent  opposite 
sides  of  the  same  coin. 

Transportation  access 

In  considering  where  to  locato 
manufacturing  firms,  untrcprcnoura  glvo 
careful  cot.rlderation  to  transportation 
needs.    Adequate  facilities  oust  exist  to 
handle  any  special  needs.    Thus,  a  firm 
which  processes  bulky  or  'tesvy  materials 
may  be  able  to  save  on  transport  costs  by 
locating  in  an  area  served  by  a  railroad. 
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On  the  other  hand,  if  emphasis  lg  placed 
on  fast,  regulsr  delivery  eervice,  an 
entrepreneur  nay  desire  to  locate  near  en 
Interetete  highvsy,  which  nay  sake  quick 
ecceee  to  cue toners  possible. 

The  influence  of  access  to  inter- 
state highways  on  success  in  twining 
naAufscturing  eaploynent  was  sssessed  by 
examining  differential  manufacturing 
growth  Mtcs  nnonr.  counties  in  rolntion 
to  nearness  of  the  respective  counties  to 
South  Dakota' a  interstate  system. 
Counties  were  clsssifled  according  to 
whether  an  interstate  highway  (l)  passed 
through  the  county,  (2)  psssed  through  an 
adjacent  county,  or  (3)  passed  neither 
through  the  county  nor  through  an  adja- 
cent county. 

Contrary  to  expectations,  good 
access  to  the  Interstate  highway  system 
did  not  much  improve  the  county-level 
performance  in  manufacturing  growth 
during  the  1970's.    In  fact,  for  percent- 
a&e  changes  in  manufacturing  employment, 
the  rcftrcsHJon  on.Uy«e»  actually  showed 
inters  tste  sec  ess  to  have  s  negative 
influence,  slthough  the  results  were  not 
highly  significant,  ststistically.  For 
the  types  0f  manufacturing  firms  moving 
into  or  expanding  i„  South  Dakota's  sore 
rurcl  sreas  during  the  1970s,  the  results 
suggest  that  the  system  of  paved  secondsry 
roads  sufficed  and  that  other  factors 
(auch  as  svailability  of  s  female  work 
force  in  small  towns)  more  than  offset 
distance  from  the  interstste  system. 
Unlike  in  aany  other  states,  there  is 
little  cost  sssocisted  with  crowded 
highways  for  users  of  secondary  roads  in 
South  Dakota. 

Of  course,  it  should  be  kept  In  mind 
that  the  Interstate  highway  system  was 
designed  so  that  many  of  the  major  popula- 
tion centers  in  South  Dakota  are,  in  fact, 
served  by  the  systea.    Hence,  to  a  certain 
extent,  manufscturlng  growth  associated 
with  populstion  centers  has  necessarily 
gone  along  w^wh  Interstate  highway  access. 

Transportation  aodes  used  by  South 
Dakota  manufacturers  were  analysed  in 
some  detail  in  this  study,  drawing  on 
data  from  the  manufacturing  firm  survey 
(Tsble  3).  ' 


In  terms  of  shipping  goods,  the 
difference  among  SIC  (Standard  Industrial 
Classification)  categories  is  most 
pronounced  in  the  frequency  of  use  of 
reilrosds.    The  producer  of  paper  and 
allied  products  (SIC  26)  relied  entirely 
on  the  railroad  for  shipping  its  pro- 

dl!?t,;^(Slnce  only  000  Mrmoxintod  !n 
this  SIC  category,  it  is  difficult. to 
drsw  conclusions  concsrning  the  Influence 
t  f*1?  tran>P°rt  w  this  category  as  a 
wholo.)    At  tho  otlier  vxlrvmv,  rirmn  tn  8 
of  the  12  SIC  categories  did  not  utilise 
rsllroada  st  sll  for  shipping  their 
goods.    Thus,  the  presence  of  a  railroad 
for  shipping  a  firm's  gooda  appears  not 
to  be  of  major  Importance  for  most 
manufacturing  firms  responding  to  tha 
survey. 

Firms  in  two  Industry  cntugurios— 
electrical  machinery  and  transportstlon 
equipment— made  somewhat  frequent  ship- 
ping use  of  the  transportstlon  mode 
labeled  "other"  in  Tsble  3.    The  principal 
other"  modes  were  Psrcel  Post  and 
United  Psrcel  Service  (UPS) • 

Trucking  wss  the  most  Important 
shipping  mode,  csrrying  91*  (48  by  truck 
owned  and  43  by  truck  not  owned)  of  the 
volume  of  goods  shipped.   All  Industries 
except  trensportstion  equipment  (slC  37) 
and  the  single  reporting  firm  which 
produced  paper  hauled  more  than  BOX  of 
their  out shipment  volume  by  trvek. 

Reliance  on  trucking  was  also 
evident  in  the  receiving  of  materials 
(91Z  of  all  materlala  received),  pir,,, 
producing  chemlcala  and  allied  producte 
UTC  28)  constituted  the  only  SIC  group 
to  use  trucks  for  less  than  80X  of  the 
voiuae  of  materials  received.   This  group 
°I  J1!*!  u**d  r*u         than  did  others, 
with  24X  of  volume  received  by  this 
means. 

Table  4  differentiates  the  use  of 
«ch  method  of  transport  for  firms 
located  in  different  sixes  of  cities  or 
towns.    Reliance  on  trucks  for  shipping 
goods  was  fairly  eq.ml  among  firms  in 
different  city  sixes.    For  receiving 
mater lels,  firms  in  cities  of  1,000  to 
5,000  persons  tended  to  utilise  trucks 
owned   by  the  firm  more  often  than  did 
firms  in  other  sixe  Intervals.  No  par- 
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clcuUr  city  iit0  appeared  to  have  much 
greater  uae  of  air  or  rail  transport  (for 
movement  of  manufacturing  material!  and 
gooda)  ttvan  did  others.    Final  located  in 
•mailer  communities  (under  1,000  popula- 
tion) did  tend  to  use  "other"  trans- 
portation aodeat  sue   as  UPS,  to  a  greater 
extent  than  firwn  located  in  larger 
communities. 

Overall,  transportation  access  does 
not  .I|»|iimi  l«  Ikive  Urcn  <tH  important  as 
we  expected  it  would  be  in  inducing 
manufacturing  firm  to  locate  in  some 
South  Dakota  counties  rather  than  others. 
A  reasonably  Rood  system  of  secondary 
roads,  coupled  with  heavy  reliance  on 
truck  transport,  seem*  to  have  made  many 
of  the  smaller  nnd  more  remote  towns 
sufficiently  accessible  for  manufacturing 
growth  to  tako  place.    The  use  of  truck 
transport  allows  firms  flexibility  in 
plant  location  decisions,  permitting 
factors  other  than  transportation  access 
to  exert  stronger  influence  on  those 
location  decisions. 

This  in  no  way  denies  the  positive 
influence  that  the  interstate  highway 
system  has  had  in  opening  up  South  Dakota 
as  a  whole  to  manufacturing  possibil- 
ities.   The  state  is  certainly  more 
accessible  to  regional  and  national 
manufacturing  goods  markets  than  it  was 
prior  to  creation  of  the  interstate 
highway  systea. 

Educational  facilities 

The  existence  of  poct-secondary 
educational  facilities  within  a  county 
was  hypothesised  to  be  a  positive  in- 
ducement to  manufacturing  employment 
growth.    A  certain  proportion  of  gradu- 
ates from  posr-secondary  educational 
facilities  can  be  expected  to  remain 
within  the  community  following  graduation 
if  employment  opportunities  are  avails' 
blc;  this  causes  a  general  upgrading  of 
the  akill  level  of  a  local  labor  force. 
Manufacturing  firma  which  require  special 
labor  skills  may  tend  to  locate  in  a 
county  where  a  college  or  appropriate  vo- 
cational education  facility  ia  present. 
Another  attraction  which  is  associated 
with  college  communities  is  the  increased 
availability    of  cultural  opportunities. 
This  can  be  especially  influential  xn 


attracting  manufacturing  management 
personnel  to  rural  artaa,  as  these 
cultural  amenitiea  add  to  the  overall 
quality  of  rural  living. 


To  test  the  above  hypothesis,  ratea 
of  manufacturing  employment  growth  in 
South  Dakota  counties  were  examined  in 
relation  to  presence  or  absence  in  the 
.respective  counties  of  (1)  colleges  and 
'  (2)  post-secondary  vocational  education 
(vo-ed)  institutions.    Those  countica 
which  had  either  college  or  vo-cd  in- 
stitutions in  1970  did  tend  to  show 
greater  manufacturing  employment  growth, 
in  absolute  terms,  in  subsequent  years. 
While  that  tendency  also  held  true  when 
county  manufacturing  employment  growth 
was  measured  lit  percentage  terms,  the 
influence  exerted  by  educational  facili- 
ties waa  not  particularly  atrong. 

III.    Community  modifiable  factor*. 

Many  location  factors  arc  beyond 
community  control.    However,  there  arc 
certain  variables  «  community  can  in- 
fluence which  are  believed  to  enhance  its 
industrial  potential. 


General  local  development  corporation 
activities 

A  local  development  corporation  (LDC) 
has  been  described  as  an  "independent 
association  of  private  businesses  and 
citizens  operating  with  privntely  sub- 
scribed funds  as  a  legal  authority  or 
instrument  of  the  state  in  which  it  does 
business.    The  privately  subscribed  funds 
are  received  through  the  sal2  of  stock,  if 
chartered  as  a  profit  corporation,  or  from 
dues,  assessments,  or  other  contributions 
if  chartered  aa  a  nonprofit  corporation." 

The  rolas  which  LDCs  play  vary 
considerably.    Cenerally,  an  LDC  promotes 
the  economic  development  of  the  community 
by  assisting  industry  in  locating  within 
the  community  or  by  helping  to  expand 
existing  Industry.    This  may  be  accom- 
plished by  provision  of  several  items, 
including  financial  assistance,  industrial 
sites  and  related  facilities,  and  general 
liaison  between  the  community  nnd  in- 
dustry. 
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H©*t  of  the  125  f Jras  responding  to 
th«  manufacturing  firm  survey  indicated 
that  LDCa  had  exercised  uttlo  or  no 
Influtnca  on  thalr  dtclaiona  to  locate 
aithar  within  South  Dakota  or  In  par* 
tlcular  communities.    Only  \7X  'indicated 
LDCa  had  exerted  a  major  Influence  on 
their  doclelone  to  locnto  within  South 
Dakota.   Tha  same  percentage  reported 
major  LDC  Influence  on  their  decUlone  to 
locete  In  particular  communitise. 

LDCa  ssslgnod  somewhat  aore  iapor- 
tence  to  their  own  rolee  In  attracting 
Induetry.   Of  87  queetlonnalre  reeponeee 
to  one  qucetlon,  43  (roughly  half)  of  the 
LDCa  f«it  they  had  been  aucceeaXul  iu 
Influencing  one  or  aore  manufacturing 
firma  to  locete  In  their  reap active 
coanunltlee  alnce  1970. 

Two  thlrde  of  tha  reporting  LDCa  In 
South  Dakota  wore  organized  ae  nonprofit 
entltlea.    there  vae  little  difference 
between  profit  and  nonprofit  typee  In 
aelf-renorted  rete  of  eucceae  In  ettract- 
ing nan..facturlng  firms.    However,  e 
greeter  proportion  of  the  profit  LDCe  or 
their  coonunltle*  (92%)  provided  some  form 
of  financial  assistance  to  firm*  they 
helped  attract  than  did  nonprofit  LDCa  or 
tholr  communities  (66X).    The  LDC  aurvey 
ale*  Indicated  that  flnancUl  aeeUtance 
vaa  more  often  provided  In  lerge  than  In 
snail  cltlee. 

Typea  of  financial  aeeletance  re- 
portedly offered  to  firaa  by  LDCa  or  local 
govemaenta  ^re  summarized  In  Table  3. 
The  raaponaee  are  grouped  there  according 
to  type  of  LDC  (profit  va.  nonprofit). 

The  lease-purchase  option  (LPO)  on 
buildings  end  lend  wee  the  most  frequently 
used  font  of  financial  aeeletance,  fol- 
lowed closely  by  the  LDC  eeeletlng  the 
firm  in  obtaining  financing  froa  ec*  other 
source  (ASSIST) .    Dleregardtng  the  "OTHER" 
category  in  Table  5  for  the  aoaent,  the 
leeet  cosaonly  Ueed  eource  of  financing 
vaa  Industrial  revenue  bonde  (US). 

Tha  local  tax  Incentive  (LTZ)  >ma 
utilised  by  59X  of  the  fine  ettracted  by 
an  LDC  designated  aa  profit,  vhereae  locel 
govornaente  in  towne  of  nonprofit  LDCe 
utilized  that  aeena  of  assistance  for  only 
10%  of  the  firms  for  which  flnancUl 


assistance  was  provided,    nonprofit  LDCa 
offered  the  laeae-purchaae  option  (LPO)  on 
buildings  and  land  aors  often  than  any 
other  type  of  financial  Induceaent. 

LDCa  In  towne  with  leee  then  2,300 
poreone  utUized  the  lease-purchase 
option  (LPO)  on  building*  and  land  mora 
frequently  then  any  other  elngle  financing 
device.   A  local  tax  incentive  (LTl)  to 
ftlrae  wee  the  device  aost  coaaonly  ueed  In 
cltlee  of  ovor  2,300  persona.    The  use  uf 
industrial  revenue  bonds  (IRB)'ee  e 
flnancUl  e t tree t ion  device  wee  aoet  ' 
prevelent  In  the  cltlee  of  over  5,000 
persons. 

Overell,  It  eppeere  that  LDCe  and 
locel  governaante  In  lerge  population 
centere  ere  aore  willing  end  abln  than 
tboeo  In  email  centere  to  provldu  fiiun- 
cUl  eeeUtenCs  of  e  aore  costly  nature— 
euch  ae  local  ux  incentivoe  aud  Indus- 
trUl  revenue  bonde.    Convcreely,  the  LDCe 
and  other  local  en;  ,clee  in  avail  com- 
aunltlss  tend  to  rely  aore  heavily  on 
conventional  leaee-purchaee  optlonx  on  ' 
bulldlnga  and  lend  and  tm  aeelntlnn  firms 
In  obtaining  financing  froa  other  sources. 
It  ehould  also  be  noted  that  profit-making 
LDCe  generelly  aobUUs  aors  flnancUl 
assistance  of  all  types  tlum  do  thvlr 
nonprofit  counterpart*);  much  of  this 
asslstsncs,  It  should  bo  noted,  In  public 
U  nsture  (I.e.,  InduetrUl  revenue  bonde 
end  local  tax  Incentives). 


LDCe  ranked  (In  the  nurvuy)  elnbt  ways 
often  U3ed  by  then  U  proaotlng  industrial 
development  (No.  l  u  mt  important  and 
8  le  leaat  Uportent): 


No.  1.  Flay  diiect  rolo  ln  making 
InduetrUl  eltee  and  bulld- 
lnga avallublo  to  firm* — by 
development  corporetlon 
optUne,  ownerehlp,  lcaeo- 
PVrcheee  arrangements, 
etc.; 

No.    2.     Promote  good  business 
dlMto  and  serve  ne 
lUUon  between  Industry 
and  varloue  community 
groups; 
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No.    3.     Assist  fins  in  obtaining 
fimncing  from  other 
sources ,  such  at  commercial 
banks  or  the  Small  Business 
Administration; 

No.    6.     Hake  inventories  of  sll 
available  industrial  land 
and  buildings  In  the  ares; 

No.     5.     Conduct  economic  surveys  of 
tlic  urea  (e.g.  labor 
surveys); 

No.     6.     Civc  tours  of  the  area  to 
prospective  firms; 

No.    7.     Directly  sssist  in  financ- 
ing; and 

No.     8.     Provide  managerial  and 
engineering  counseling 
services  of  a  technical 
nature. 

As  indicated  by  the  rankings,  LDCs  in 
South  Dakota  feel  that  the  provision  of 
industrial  sites  and  buildings  is  of 
primary  importar.ee  in  attracting  industry. 
This  is  perhaps  the  most  common  function 
of  LDCs,  as  industrial  sites  are  often 
held  on  option,  with  the  possibility  of  as 
yet  unidentified  firms  locating  in  a 
community. 

According  to  thfc  ratinj  ,lven  to  the 
two  factors  dealing  with  financing,  it 
appears  that  the  LDCs  do  not  feel  that  a 
direct  role  in  financing  is  as  cost- 
effective  in  attracting  industry  as  is  an 
indirect  role,  via  assistance  to  firms  in 
obtaining  financing  from  other  sources. 
This  supports  our  genersl  observation  that 
most  LDCs  in  South  Dakota  do  not  have 
large  amounts  of  cspital  to  work  with  and 
that  they  thus  rely  more  on  alternative 
financing,  as  well  as  non financial 
inducements,  to  attract  Industry. 

As  expected,  the  provision  of  mana- 
gerial .ind  engineering  counseling  sorvlia* 
of  a  technical  nature  was  rated  least 
important  of  the  various  roles  of  LDCs  in 
attracting  industry.    This  ranking  may  be 
due  to  the  inability  of  most  LDCs  and 
local  entitles  in  South  Dakota  to  provide 
auch  services.    Provision  of  such  services 
can  be  expected  to  be  most  prevalent  in 


the  larger  population  centers  and  in 
comunities  where  these  services  sre 
associated  with  a  university  or  extension  ' 
program* 

The  profit-nonprofit  status  of  LDCs 
did  not  produce  «ny  marked  differences  in 
their  ratings  of  these  eight  industrial 
inducement  fsctors.    However,  some  differ- 
ences were  noted  among  LDCs  in  various 
*  city  sizes.    Most  notable  was  the  differ- 
ence in  rated  importance  of  financing 
assistance,  with  LDCs  In  cities  of  over 
2,500  persons  considering  both  direct 
financing  for  firms  and  assistance  in 
obtaining  slternative  financing  as  being 
of  more  importance  than  did  LDCs  in 
communities  of  less  than  2,500  persons. 
Hie  LDCs  in  lsrgcr  communities  appear  to 
have  relatively  more  cspital  resources 
from  which  to  drsw  in  their  Industrial 
inducement  efforts. 


Site  availability  and  quality 

Several  questions  on  both  t!.a  local 
development  corporation  survuy  and  the 
manufacturing  firm  survey  explored  the 
characteristics  and  business  terms  of 
industrial  sites  and  buildings  utilised  by 
firms. 

Of  85  LDCs  which  responded  to  one 
question,  66%  Indicated  that  they  owned  or 
had  an  option  on  a  development  site;  92X 
of  LDCs  in  communities  of  over  5,000  noted 
such  ownership  or  option  arrangements. 


The  breakdown,  for  LDCs  reporting 
ownership  or  option  arrangements  in 
existence,  is  as  follows: 

(a)  5 62  reported  LDC-ovncd  sites; 

(b)  18X  reported  iliat  they  held 
options  on  sites;  and 

(c)  262  indicated  tlul  they  con- 
trolled development  sites  by  a 
combination  of  ownership  .uul 
option  agreements. 

Profit  LDCs  were  found  to  be  more 
likely  to  own  development  sites  than  were 
nonprofit  LDCs. 
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Of  tho§*  fins  which  LDCa  reportedly 
helped  influence  to  locete  within  their 
communities,  71%  located  on  specially 
designated  development  sites  (Table  6). 
Sixty  porcent  of  the  development  sites 
were  owned  by  LDCs  and  an  additions!  16% 
were  held  on  option  by  LDCs.   The  LDCs 
also  reported  tliat  69X  of  the  development 
aitss  wsrs  in  areea  xoned  "industrial." 

Facilltiea  available  at  industrial 
sites  prior  to  firm  location,  according  to 
126  respondents  to  the  Manufacturing  firm 
survey,  srs  shown  in  Table  7.   Over  50%  of 
these  sites  had  electricity,  sewer,  and 
paved  road  facilities.    Electricity  was 
the  most  often  available. 

Due  to  the  small  number  of  f irae  in 
several  of  the  SIC  code  categories,  we 
nuat  exercise  caution  in  drawing  coi.- 
elusions  sbout  the  importance  of  various 
facilities  in  attracting  particular  typea 
of  manufacturing  firms.    However,  we  do 
note  that  those  firms  producing  trans- 
portation equipment  (SIC  37)  tended  to 
locate  at  sites  which  did  not  hsvs  treated 
wator,  acwer,  or  roil  facilities.  Roil 
service  seems  to  be  of  little  consequence 
to  those  firms  producing  apparel  and  other 
fabric  products  (SIC  23)  and  firms  pro-  - 
ducing  electrical  and  electronic  machinery, 
equipment,  and  supplies  (SIC  36). 

Firms  producing  concrete  products 
(SIC  32)  tended  to  locate  on  sites  where 
no  building  was  already  present.  This 
would  be  expected,  since  ths  majority  of 
the  firms  in  this  SIC  cstegory  produce 
Products  which  require  special  plant 
features  peculiar  to  the  induatry.  The 
sitea  which  these  planta  located  on  were 
also  thj  least  likely  to  provide  gaa, 
paved  road,  electricity,  end  aewer  facill- 
tiea.   Conversely,  provision  of  rail 
service  at  the  alte  was  more  likely  in 
this  SIC  category  than  in  moat  othera, 
indicating  an  apparent  need  for  concrete 
producera  to  have  rail  access  to  move 
their  bulky  materials. 

Nearly  half  (49X)  of  firms  responding 
to  the  manufacturing  fira  survsy  indicated 
that  :hey  had  moved  into  previously  used 
buiUtnga  when  they  came  to  the  community. 
Another  39X  moved  into  new  buildings 
constructed  specificslly  for  them.  Very 
few  firms  utilized  previously  unused 


speculative  buildings.    This  may  give  a 
clua  about  the  advisability  of  construct- 
ing "apse  buildings." 

The  moat  frequent  usors  of  new  build- 
infs  included  those  fires  producing  cement 
products  (SIC  32),  food  products  (SIC  2C), 
and  lumber  end  wood  products  (SIC  24). 
Thsss  types  of  firms  generally  nsed 
special  facilities  which  muat  be  built 
Into  the  .structure  of  ths  plant.   Thus,  it 
may  be  as  cost-effectivo  to  construct  u 
new  building  to  meet  these  firms'  exact 
specificetions  ss  to  remodel  an  existing 
building. 

Firms  were  also  categorised  according 
to  whether  they  were  ^ew"  operstlons  or 
"take-overs"  (changes  in  ownership  in- 
volving previous  locsX  operations)  at  the 
time  of  sstsblishment  in  the  community. 
Of  the  102  firms  reported  ss  "new**  opera- 
tive, the  proportion  utilising  new 
buildings  wee  about  the  same  as  that 
utilising  pr  viously  used  buildings. 
However,  of  ths  23  firms  designated  as 
"take-overs"  of  previous  operations,  19 
(83X)  used  previously  occupied  buildings. 

Buildings  md  land  were  purchased 
outright  by  46%  of  the  manufacturing 
firms.    The  othsr  types  of  purchase  or 
rental  arrangements  reported  by  firms  wero 
fairly  evenly  splits    19X  of  tlic  firms 
used  ordinary  leasee;  10%  used  leaaa- 
purchase  agreements  financed  by  municipal 
bonds;  18%  ussd  other  types  of  lease- 
purchase  arrangements;  and  9X  used  some 
"other"  type  of  purchase  or  rental  ngroo- 
ment. 

Thoee  firms  which  located  in  cities 
of  5,000  to  9,999  persons  utilised  the 
leass-purchsse  agreement  financed  by 
municipal  bonds  37%  of  ths  time,  nearly 
three  times  uors  frequently  than  did  firms 
in  sny  other  city  else  group.    In  con- 
trsst,  firms  in  smaller  cltiea  used  this 
form  of  purchase-rentel  agreement  least 
often,  relying  more  on  outright  purchases 
of  buildings  and  land  and  on  various  otlwr 
types  of  purchase  or  rental  agreements. 

Firms  producing  food  products  (SIC 
20),  chemical  products  (SIC  28),  and 
cement  products  (SIC  321  were  the  most 
common  users  of  the  outright  purchase 
approach  for  acquiring  buildinga  and  land. 
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Fires  in  SIC  cstegoriaa  20  snd  32  often 
used  new  buildings  when  they  began  opers- 
tlone  In  e  coaaunity.    In  eta,  theee  firas 
often  purchase  or  construct  new  buildings 
when  they  start  out  in  s  community. 

The  lease-purchase  agreement  financed 
by  Municipal  ImmuIh  wav  used  most  often  by 
those  finis  producing  rubber  and  ais- 
celltncoo*  plastic  products  (SIC  30)  and 
fires  producing  aachlnery,  except  elec- 
trical (SIC  35).    These  types  of  firas 
tend  to  locate  In  the  larger  cities  of 
South  Dakota,  snd  it  is  In  such  cities 
that  this  type  or  building  acquisition 
agreement  ie  raost  prevalent. 

Conwunity  services  and  tsx  levels 

Coaaunity  service  levels  sre  soae- 
timcii  bolluvcil  to  influence  aanagcacnts* 
willingness  to  locate  firas  In  given 
coranunitics.    One  variable  was  included  in 
regrubWun  analyses  of  this  study  to 
specifically  test  the  relationship  between 
manufacturing  growth  ana  quality  of 
coreiunlty  nervlces.    Thia  variable  is  the 
firo  prot  cllon  rating,  as  aeasured  by  thu 
rating  of  the  largest  city  in  esch  county 
of  Soath  Dakota.    The  fire  protection 
rating  was  considered  as  a  proxy  for 
general  service  level  quality  in  each 
county,  since  a  favorable  fire  protection 
rating  was  believed  to  he  indicative  of  a 
relatively  high  level  of  coaaunity  aupport 
for  public  servicea. 

;towever,  the  fire  protection  rating 
variable  did  not  prove  to  be  aignif leant 
in  explaining  why  nanufacturing  grew 
faster  in  soae  counties  than  In  others. 
It  is  possible  that  the  high  correlation 
of  thia  variable  with  the  county  popula- 
tion variable  diaguiaed  ita  effect  soas- 
vhat.    Moreover,  the  fire  protection 
rating  waa  alao  highly  correlated  with 
sevftrel  other  variablee— auch  aa  the  tax, 
poverty,  and  pe-  capita  incoae  levela  of 
counties-- which  nay  serve  as  indirect 
proxies  £ct  service  levels. 

A  tax  vsrisbie,  based  on  relative 
rates  of  property  ts/ition  in  South  Dakota 
counties,  was  alao  entered  into  the 
equation©  to  taat  the  hypothesis  that 
higher  tax  levels  discourage  local  aanu- 
facturlng  growth.    However,  the  regreaaion 
results  generally  Indicated  the  existence 


o2  s  positive  relationehip  between  the  taxg 
level  and  manufacturing  employment  growth. 
We  thue  conclude  that  local. tax  levela 
Jithar  are  generally  unlaportant  in  fira 
location  daciaiona  or  ats  an  indication  of 
the  level  of  eervlcee  of  an  area.    In  thia 
latter  view,  en  increaeed  tax  level  ia 
associated  with  an  increased  quantity  mid 
quality  of  public  aervicca.  Hence, 
hifhar  taxes— by  making  iaprovad  public 
services  poaalb^e— could  (up  to  aoao 
point)  eorvo  ae  an  industrial  attraction! 

Moat  other.  Induetrial  location 
studiee  slao  have  found  tax  levela  to  bo 
inaignificant  in  explaining  flra  location 
d-i-isions,    Thia  suggests  that  local 
development  officials  should  carefully 
conaider  whether  tax  breaka  for  incoming 
firas  are  cost-effective  locatlonal 
ind.;caente.    The  tax  revenuo  generated  by 
s  aanuf accusing  fira  aay  be  quite  con- 
aiderable  for  a  coaaunity,  and  It  often  ia 
one  of  the  reaaons  for  seeking  a  new 
aamifacturing  fira  in  the  Tlrnt  place. 
Why  automatically  give  it  up  to  attract  a 
flra  that  aay  be  willing  to  loente  In  tin1 
coaaunity  anyway? 

IV.    Suaaary  snd  conclusions 

Csn  South  Dakota  continue  to  benefit 
fros  the  national  trend  of  aanufaeturing 
activity  expanding  into  rural  ore.ia!  The 
answer  to  this  qusstion  depends  on  its 
sbility  to  aatch  the  needs  of  various 
types  of  aanufacturera  with  the  eliarnc- 
teriatlca  and  atrengtha  of  individual 
South  Dakota  coaaunltica.    The  finding*  or 
thia  atudy  concerning  industrial  location 
factors  should  help  in  thia  devclopaent 
effort. 

Location  fsctora  over  which  co—unitiee 
have  little  control 

Of  the  factors  considered  to  be 
beyond  coaaunity  control,  the  presence  of 
a  lar^e  population  bass  and  post-secondary 
education  facilities  are  the  _jsi  signifl- 
csnt  industrial  inducaaonts  when  growth  la 
aessured  in  terms  of  abaolute  chan^u  in 
manufa  turing  employment. 

The  prapondsranca  of  aanufncturlng 
activity— in  terns  of  sbaolute  change  in 
aanufacturing  eaployaent— locating  in  the 
larger  population  centers  of  South  Dakota 
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during  the  1970*s  appears  st  first  to  be 
contrary  to  the  notion  of  manufacturing 
activity  shifting  to  r-irsl  areas.  How- 
ever, we  must  keep  in  mind  that,  with  the 
exceptions  of  Sioux  Falls  and  possibly 
Rapid  City,  aost  South  Dakota  towns  would 
be  considered  rural  or  nonaetropolitan  by 
national  NUndnrd*.    Tlicr*  i»  nuch  roon 
for  growth  yet  in  South  Dakota's  "larger 
population  centers"  before  significant 
diseconoaies  cf  size  set  in. 

Most  commun'vies  with  college  or 
vocational  education  facilities  are  also 
associated  with  sizable  population  bases. 
Therefore,  firms  c.in  generally  expect  to 
fill  most  of  their  lubor  needs,  in  terns 
of  qusntity  and  quality,  in  auch  com- 
munities. 

Previously  low  lev*1*  of  female  labor 
force  participation,  absence  of  ^verty, 
end  lack  of  prior  industrisliration  proved 
to  be  the  factors  which  most  influenced 
percentage  change  in  manufacturing  employ- 
oent  in  South  Dakota  counties  during  the 
1970's.    Thus,  those  t  oun-ics  which  can 
still  incorporate  a  good  deal  of  addi- 
tional female  labor  into  their  work  rorces 
can  be  expected  to  increase  manufacturing 
employment  by  the  greatest  percent,  a 
high  degree  of  county  underemployment  in 
general  was  i>und,  in  this  study,  to  lead 
to  a  ilgher  than  average  percentage  rate 
of  subsequent  growth  in  manufacturing 
eaploynent. 

Contrsry  to  prior  expectstions, 
access  to  the  interstate  highway  systen 
was  not  found  to  significantly  affect  the 
absolute  or  percent  change  in  oanufac- 
turing employment  growth.    The  widespread 
use  of  truck  transport,  in  combination 
with  adequate  nonlnterstate  hlghwsy 
access,  sceas  to  have  offset  sane  of  the 
disadvantages  expected  for  communities  not 
close  to  the  interstate  systen.  Deterio- 
rsting  highways  and  ever-increasing  fuel 
cost:,  could  change  this  picture  during  the 
1980*8,  hcvevr.    Transportation  costs  nay 
becoae  n  m.rc  significant  determinant  of 
Uv  ""ifacturin^  location  ir.  toe  future  in 
South  Dakota. 

In  te  bs  of  tonnnjjo,  91X  of  all  qoodc 
shipped  and  materials  received  by  thee 
firos  responding  to  the  manufacturing  fim 
survey  in  this  study  were  transported  by 


truck,    pirns  producing  chealcsls  and 
allied  products  constituted  the  only 
manufacturing  group  using  trucks  for  less 
thsn  80X  of  their  material  transport.  The 
use  of  trucks  for  shipping  poods  .tnd 
receiving  materlsls  is  fairly  uniform 
among  firms  froa  different  city  sire 
Interval*. 


Location  factora  over  whirl,  connunitioa 
cm  exert  some  control 

Overall,  actions  taken  at  the  com- 
munity level  sppesr  to  Jave  little  direct 
influence  on  manufacturing  films'  ihs  I- 
slons  to  locste  within  psrticulur  com* 
munitiea.    Responsss  of  manufacturing 
firm*  indicated  that  local  development 
corporations  (LDCs)  had  major  influence  on 
;W«  location  decisions  of  only  172  of  tho 
firms. 

Of  the  LDCs  surveyed,  nearly  half 
reported  that  they  had  influenced  at  least 
one  wnufacturing  firm  to  locate  in  the 
community.    Tho  profit-nonprofit  status  of 
LDCs  did  not  scca  to  have  any  not.ihli* 
bearing  on  their  rate  of  aucccsa  in 
attracting  industry. 

The  most  notable  difference  between 
the  LDCs  of  larger  and  smaller  cities  is 
in  terms  of  the  firu  <cial  support  provided 
for  manufacturing  activity.    The  LDCs  from 
larger  communities  are  more  concorncd  with 
financing  manufacturing  activity  and  have 
greater  financial  capacity  to  dircctlv 
assist  firms. 

LDCs  and  local  governments  of  lnrgcr 
cities  often  use  industrial  revenue  bonds 
and  local  tax  inccntivos  to  flnanrlnlly 
assist  new  firms.    Local  tax  incentives 
may  often  be  too  costly  for  small  cities 
to  effectively  utilize.  Industrial 
revenue  bonds,  whilo  incurring  very  little 
risk  to  the  community,  are  not  used  very 
frequently  by  smaller  cities.    This  may  be 
due  to  a  lack  of  fomilin.'ity  on  the  part 
of  officiala  froa  smaller  cities  with 
procedures  for  issuing  industri.nl  revenuo 
bonds.    Also,  the  overhesd  coots  associ- 
ated with  issuing  bonds  may  bo  harder  to 
bear  for  small  towns.    Whatever  the  case, 
it  would  seem  that  thia  means  of  financing 
might  be  utilized  more  extensively  by 
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»MlUr  communities  to  provlds  financial 
ssslstsncs  to  n«v  sanufscturing  firms. 


Greater  financial  capacity  waa 
exhibited  by  LDCe  designated  aa  profit 
than  ones  designated  at  nonprofit. 
Ninety-two  percent  of  the  profit  LDCs 
provided  financial  ssststsnce  to  firms, 
compared  to  66X  In  the  caee  of  nonprofit 
MX*. 

Hunlclpal  bonds  to  flnanca  lease- 
purchase  cptlonr  on  ths  first  building  and 
adjacent  Indue trio 1  land  of  fines  were 
«oro  connooly  used  In  lergs  cltUs  than  la 
snail  cities.    Also,  tha  holding  of 
development  sites— either  by  ovnerehlp  or 
by  option—for  futur*  Industrial  activity 
was  also  most  prevalent  oaong  LOCe  ok 
cltlsa  vlth  over  5,000  persona. 

Generally,  facilities  provided  at 
Industrial  sltss  did  not  differ  such  anong 
various  city  sites  or  between  profit  and 
nonprofit  |.nc».    No  particular  combination 
of  facilities  appeared  to  be  the  general 
key  to  attracting  manufacturing  activity. 
Electricity  was  the  most  commonly  provided 
fsclllty,  vlth  industrial  site  rail  accssa 
the  least  often  provided. 

Those  firms  producing  food  and 
concrete  products  vers  ths  ones  to  most 
oftsn  construct  new  buildings  for  their 
Initial  opsrstlone.   Previously  used 
landings  wsre  utilised  eost  frequently  by 
firms  producing  rubber  and  plastic  pro- 
ducts, metal  products  and  tranepor nation 
squlpment,  and  machinery. 

In  general,  activities  considered 
vithln  the  realm  of  community  control  seem 
to  have  little  direct  Influence  on  attract- 
ing manufacturing  activity.    Per  example, 
lower  locel  taxes— an  industrial  Induce- 
ment sometimes  considered  by  communltlee-- 
wss  not  found  In  this  study  to  be  a  likely 
slgnlf lesnt  factor  la  industrial  location 
decisions.    If  anything,  low  tax  levele 
msy  lead  to  poor  local  services  and 
discourses  Industrial  growth.   Some  local 
actions,  such  as  assisting  new  firms  in 
finding  end  gslnlng  accaes  to  industrial 
buildings  and  altss,  may  be  relatively 
Inexpensive  and  worthwhile  for  local 
development  groups,  however. 


Conclusions 

The  findings  of  this  study  tend  to  • 
indlcats  that  moat  individual  communities 
have  limited  ebiUtlee  to  influence  the 
course  of  events  on  local  manufacturing 
'development.   Local  development  groups 
*  should  recognise  these  limitations  and 
develop  strsteg1**  oased  on  vartsblaa  that 
can  be  posit ivsly  Influenced  or  controlled. 

For  example,  communities  can  maintain 
Inventor  lea  of  the  quantity  ana  compost- 
tlon  of  their  labor  poola.  Particular 
attention  should  be  given  to  identifying 
potential  female  additions  to  the  labor 
force,  since  many  of  the  light,  footlonae 
atnufec taring  enterprises  which  enter 
rural  areas  typically  draw  moat  heavily  on 
the  female, labor  force.  Underemployed 
end  "discouraged1*  workers  also  need  to  bo 
identified,  sines  these  workers— if  given 
adequate  training  and  employment  oppor- 
tunities—can significantly  contribute  to 
economic  activity  la  South  Dakota.  Labor 
fores  inventoriss  can  aesiat  potential 
firms,  even  though  the  Individual  com- 
munities have  little  direct  lafluonco  on 
local  labor  supplies. 

Although  county  access  to  lntorstnto 
highways  did  not  prove  to  be  significant 
la  explaining  manufacturing  employment 
growth  in  thle  study,  the  heavy  reliance 
on  truck  transport  <91X  of  both  goods  and 
meter isle  tonnage)  may  take  on  added 
significance  In  the  years  ahead  as  In- 
creased fuel  prices  cause  trnnsportntlon 
coets  to  make  up  e  greeter  percentage  of 
firm  operating  costs.    Klrme  any,  in  the 
future,  pay  closer  ettentlen  to  cost 
savings  associated  with  locating  near  the 
source  of  raw  materiala  or  near  the  point 
ol  final  delivery-* spending  on  whether  a 
weight  gaining  or  weight  loalag  production 
process  is  involved— then  they  did  during 
the  1970*s  period  covered  by  this  study. 
This  could  lead  to  the  lacreaeed  practice 
of  professing  food  products  nearer  to 
sou" .as  of  agricultural  production,  a 
l*'*ely  advantage  to  South  Dakota  In 
general. 

Bow  individual  cojsaunltlas  will  fare 
la  terms  of  manufacturing  development  In 
the  1980'e  and  lWa,  however,  msy  depend 
e  great  deal  on  much  state  and  local 
transportation  decisions  as  what  feeder 
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roads  to  maintain  and  in  what  font  to 
maintain  then.    Increased  road  trans- 
portation costs  aay  suke  rail  access 
relatively  taore  iaportent  to  at  leaat  some 
types  of  manufacturing  development  during 
the  remainder  of  this  decsfo  than  it 
appeared  to  be  in  the  1970*8. 

.  Coanunltiss  probably  best  serve  tbeir 
Interests  by  attempting  to  attract  in- 
dustries which  can  utilise  the  facilities 
and  services  which  the  community  already 
has  available,  rather  than  by  offering 
additional,  costly  inducements.  Emphasis 
should  be  on  economic  advantages  which 
already  exist.    Thus,  it  may  often  be  acre 
laportant  to  aaslst  the  expansion  efforts 
of  already  existing  flrBi  ch«n  Co  ggek  ouC 
new  firms  to  bring  into  the  community. 

In  light  of  the  apparr-    y  greater 
success  of  the  Isrger  South  Dakota  cities 
in  attracting  manufacturing  firms  and  ths 
greater  use  of  certain  financial  devices 
in  those  cities,  it  aay  be  spproprUte  for 
local  development  corporotione  and  local 
KovcrnmcntH  of  smnJJcr  dt'ea  to  incrcaso 
their  use  of  selected  financial  tools  in 
attracting  aanufacturing  firaa.  Soae 
types  of  financial  incentives,  auch  as 
locsl  tax  break*  for  Incoming  firms,  may 
be  too  costly  for  snail  cities;  however, 
devices  such  as  industrial  revenue  bonds, 
which  are  normally  free  of  risk  for  local 
governments,  might  judiciously  be  moie 
widely  used  in  South  Dakota. 


Smaller  communities  aay  be  at  some- 
what of  a  disadvantage  ln  tcr  *s  of  the 
technical  expertise  of  their  personnel  in 
dealing  with  fsdersl  development  programs. 
Local  development  offlcisls  from  wwllor 
communities  ara  gsnerslly  only  Involved 
with  community  development  programs  on  a 
ptrt-tlmc  basis,  whereas  larger  cities  may 
have  full-time  staff  working  in  this  area. 
Thus,  there  is  a  need  for  ststo  develop- 
ment ogencici,  planning  districts,  and  the 
Cooperative  Extension  Service  to  conduct 
workshops  for  local  officials  on  dcvclop- 
»ent  options  and  available  financing 
tools. 

Before  getting  out  to  attract  in- 
duetry,  locel  people  need  to  assess  the 
probable  ixpacts  of  industry  on  their 
community  and  on  particular  soft»ont»  or 
the  populetion  within  the  community.  They 
ehould  consider  the  equity  in  dietribution 
of  potential  employment  and  income  bene- 
fite  expected  to  bo  derived  from  the 
industrislizstion  effort.    They  ehould 
etteapt  to  enticipete  any  possible  pollu- 
tion costs,  congestion,  and  crlm-.  Then- 
aay  be  edded  demands,,  for  auch  community 
serviceo  es  water,  eewer,  fire,  police, 
and  streets  es  a  result  of  new  firas  and 
their  employees  and  families.  Under- 
standing these  potential  Impacts,  local 
people  are  then  reedy  to  work  on  the 
industriel  potential  of  their  community. 
The  findings  of  this  study  can  be  used  aa 
guidance  in  developing  that  potential. 


*49 


145 


Tootnotee 

^Centua  report a  claaalfy  cltlaa  with  population*  of  over  50,000  aa  metro- 
politan arcea.    In  chla  report,  rural  will  dtnota  thoaa  Incorporatad  placaa 
vlCh  favar  than  40,000  paraona  In  1970,  which  Includaa  all  of  South  Dakota 
excluaiva  of  Sioux  Falla  and  Rapid  City.   Tna  tarma  rural  and  nonmetropolitan 

will  ho  u«ed  lutcrclwmgeably  througliout.  * 

.2 

Thomae  L.  Dobba.  Planning  for  rural  lnduatrlaa  -  local  employment.  EC  722. 
Brookinge:    South  Dakota  Stata  Unlveralty,  jCooperetive  Extension  Service,  1979, 
p.  3. 

^Marvin  P.  Riley  and  Linda  Bear.  South  Dakota  population  and  nat  migration, 
1970-1980.    Popular    a  Updata  Sarlaa,  C229,  No.  4.    Brookinga:    South  Dakota 
State  Unlveralty,  f.   (cultural  Experiment  Station,  1981,  p.  1. 

4 

Upper  Hldweat  Council.    Uppar  Hid we at  employment  trend a.    Minneapolis,  KN: 
Upper  Hldweat  Council,  1979,  p.  vll. 

*Unlc«a  othorwlao  notod,  data  referred  to  aa  from  tha  •'manufacturing  firm 
aurvey"  are  from  thla  sample  of  manufacturing  firms.    Sioux  Falls  and  Rapid 
City  f  irma  were  excluded  from  tha  aurvay.    Detail*  of  the  sampling  procedure 
are  contained  In  Appendix  A  of  the  thaala  by  Goekent    Vayna  R.  Goaken, 
Foe  tors  Influencing  manufacturing  development  in  South  Dakota.    MS  theala 
in  economics.    Brookinga:    South  Dakota  Stata  Unlvaralcy,  1980. 

6Cocken,  1980. 

7Harold  F.  Schaff ,  Evaluwtlon  of  aelected  local  development  corpora t lone 
in  North  Dakota.    MS  Theala.    Fargo:    North  Dakota  Stata  Unlveralty,  1978, 
p.  4. 

a 

°In  two  of  the  regress  ion  modela,  a  negative  relet  ionahlp  between  tho  tnx  level 
and  manufacturing  employment  growth  waa  found.    Results  were  not  highly  algnlfl- 
csnt,  however,  in  regression  models  with  either  posltlvs  or  negstlve  tax- 
employment  growth  flndlnga. 
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Table  1.    Abbreviated  descriptions  of  variables  used  In  rM 

of  manufacturing  employment  change.  "Session  analyses 


DEPENDENT  VARIABLES: 


?i  I  absoluCC  c*an«e  in  manufacturing  employment  (1971-77) 

Y2     C1WFEM2  -  percentage  change  in  manufacturing  employment  (1971-77) 

INDEPENDENT  VARIABLES: 

Transportation  Access 

D1  I  S  "  ?nCer8CaCe  acce88  w^hin  adjacent  county,  1970 
D2  -  ROAD2  -  interstate  access  within  county,  1570 

Educational  Pacilltles 


n3  I  SK"*  "  f°Ur  >C5r  C°Uege  or  diversity  in  county 
*     V0ED  "  P°"-*econdary  vocational  education  facility  in  county 

Labor  Force  Availability 

Xx  -  IfN  EMPLOY  -  county  unemployment  rate,  1970 

X2  -  UNDEREMP  -  underemployment,  1970 

"  TESI1NDX  "  cconoraic  utilization  index,  1970 

"  t;tnl,lobor  fo«c  participation  rate,  1970 

y5      fir    "    eaale  l3bor  force  Participation  rate,  1970 
-  ACE  -  age  structure,  1970 

Econonlc  Structure  and  Aggloacratlon  P.rrnr. 

X7    -  POP70  -  county  population,  1970 

X8  -  SsSlS  I  Pri°r  dCSree  °f  lndu8tri*"»tion  i„  county,'  1970 
X  0  -  LOCINDEX     ?e!SO?8  per  8<luare  RHe,  1970 


X11 
Cl2 


A13 

Xw  -  TAX 


location  index 
PERCAPIN  -  per  capita  income,  1969 

Percent  of  persons  below  poverty  level, 
FIRE  -  fire  protection  rating,  1970 
""""     taxes,  1970 


1970 
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Table  2.   Population  and  Manufacturing  eaploynent  data  for  South  Dakota  counties. 


Menu  f ac  t  ur log 

Manufacturing 

Absolute 

Fare on t 

Population 

Eeployaent 

fisploysest 

County 

1970* 

1971 

1*77 

I97W7 

197W7 

4  183 

17 

13 

_  4 

—  24 

20  877 

871 

981 

110 

13 

Bennett 

3  088 

18 

21 

3 

17 

Bon  Rotsie 

8,577 

45 

309 

264 

587 

Brookings 

22,158 

277 

903 

626 

226 

Brown 

36  920 

1  741 

1  865 

124 

7 

5  870 

43 

52 

g 

2* 

ruccalo 

1  710 

7 

ft 

Butte 

7  a?^ 

/  ,tf£  J 

D 

a? 

M 

ft 

Caapbell 

2,866 

19 

34 

15 

79 

tnsr ics  nix 

9  994 

g 

23 

15 

188 

Clark. 

5  515 

136 

126 

„  1Q 

Clay 

12  923 

170 

254 

84 

49 

Codington 

19  140 

843 

1  334 

491 

58 

Cor«on 

4^994 

0 

L 

« 

* 

Cua  «r 

4,698 

160 

177 

17 

11 

Davlaon 

17  319 

472 

809 

337 

71 

Day 

8  713 

119 

108 

•  11 

*  9 

5  686 

12 

30 

18 

150 

Dewey 

5|l70 

5 

15 

10 

200 

UVuj^  ial 

4  569 

15 

56 

41 

273 

Edtaunde 

5  548 

25 

23 

.  8 

i  »i  i  River 

7  505 

80 

84 

5 

Faulk 

3  893 

* 

* 

Grant 

9^005 

368 

447 

79 

22 

Gregory 

6  710 

23 

43 

20 

87 

Haakon 

2  802 

39 

ft 

ft 

U..1  l  - 

iwni  in 

5  520 

7 

56 

49 

700 

5  883 

39 

59 

20 

51 

Kanaon 

3,781 

17 

11 

-  6 

-  35 

Harding 

1.855 

1 

11 

10 

1,000 

Hughes 

11,632 

100 

125 

2i 

25 

Hutchlnion 

10,379 

70 

157 

67 

124 

Hyde 

2,515 

0 

L 

* 

* 

Jackaon 

1,531 

4 

L 

* 

* 

Jerauld 

3,310 

13 

13 

0 

0 

Jonea 

1,882 

1 

L 

* 

* 

Kingsbury 

7,657 

45 

125 

* 

* 

Uke 

11,456 

277 

572 

295 

107 

Lawrence 

17,453 

185 

522 

337 

182 

cont.,  next  page 
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Table  2.  continued. 


County 


Lincoln 

Lyman 

McCook 

McPherson 

Marshall 

Meade 

Mellette 

Miner 

Minnehaha 

Moody 

Pennington 

Perkins 

Potter 

Roberts 

Sanborn 

Shannon 

Spink 

Stanley 

Sully 

Todd 

Tripp 

Turner 

Union 

Walworth 

Waahabaugh 

Yankton 
Ziebach 
South  Dakota 
U.S. 


Population 
1970 


Manufacturing 
Employment 
1971 


Manufacturing 
Enployaent 


Absolute 
Change 


11,761 
<.,060 
7,246 
5,022 
5,965 

17,020 
2,420 
4,454 

95,209 
7,622 

59,349 
4,769 
4,449 

11,678 
3,697 

8,198 
10,595 
2,457 
2,362 
6,606 

8,171 
9,872 
9,643 
7,842 
1,389 

19,039 
2,221 
666,257 
204,878,000 


420 
41 
90 
20 
11 

105 
0 
14 
6,174 
13 

2,033 
33 
31 
25 
54 

D 
31 
5 
0 

120 

48 
22 
140 
78 
0 

1,021 
6 

17,064 
18,623,000 


Percent 
Change 


1977 

1971-77 

1971- 

406 

-  14 

-  3 

L 

* 

* 

111 

21 

23 

23* 

3 

15 

•  178 

167 

1,518 

336 

231 

220 

D 

* 

85 

71 

507 

6,834 

660 

11 

66 

53 

408 

2,602 

569 

28 

57 

24 

72 

38 

23 

139 

114 

456 

118 

64 

J 19 
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* 

* 

21 

-  10 

-  32 

L 

* 

* 

L 

* 

* 

18 

-102 

-  85 

43 

-  5 

-  10 

97 

75 

341 

874 

734 

524 

24 

-  54 

-  69 

0 

0 

0 

1,381 

360 

35 

0 

-  6 

-100 

23,048 

5,984 

35 

19,682,000 

1,059,000 

6 

Sourcea:    a)     Population  data  for  South  Daiota  and  the  individual  countioa  »crc 
obtained  from  William  H.  Bergman,  Bulletin  No.  108,  Handbook  ^f 
manpower  statiaticc  for  South  Dakota  (Vermillion,  South  Dakota: 
University  of  South  Dakota,  Business  Research  Bureau,  1973) 
PP.  50-209. 

b)  Manufscturing  employaent  date  were  obtained  from  annual  computer 
printouts  of  employnent  and  income  data  froa  the  Bureau  of 
Economic  Analyaia,  U.S.  Department  of  Commerce. 

c)  Data  for  the  United  Statea  were  obtained  from  the  Council  of 
Economic  Advisors  and  the  President,  Economic  report  of  the 
President  (Washington,  D.C.:    U.S.  Government  Printing  Office, 
January,  1980)  pp.  233,  242. 

L  "    Loss  than  10  persons  engaged  in  manufacturing  employment. 

D  -    Manufacturing  employment  data  could  not  be  published  due  to  disclosure 
problems  resulting  from  an  inaufficient  "number  of  firms  engaged  in  manu- 
facturing. 

*  -    Statistic  could  not  be  calculated  due  to  lack  of  data  in  one  or  both  of 
the  ytnrs  of  analysis.    Thus,  these  counties  are  excluded  froa  tho  re- 
gression fin.ilyHiK. 
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Table  3.    Transportation  mode  for  shipping  goods  and  receiving  materials:    mean. percent  of  volume  by  each 
mode  for  selected  SIC  (Standard  Industrial  Classification)  categories. 


SIC 


Truck 
Truck  not 
Owned  Owned 


Shipping  Goods  (X) 


Transportation  Mode 


Receiving  Materials  (Z) 


Truck 


Bail   Air   Other  Total 


Truck 
not 


Number 
of 


20  (Food) 

A3 

43 

11 

2 

1 

100 

34 

58 

6 

2 

0 

100 

25 

23  (Apparel) 

73 

26 

0 

1 

0 

100 

61 

34 

2 

2 

1 

100 

11 

24  (Lumber) 

57 

39 

4 

0 

0 

100 

18 

65 

13 

1 

3 

100 

12 

26  (Paper) 

0 

o 

100 

o 

o 

100 

o 

o 

A 

u 

n 
u 

A 

u 

100 

1 

26  (Chemicals) 

51 

45 

0 

0 

4 

100 

28 

33 

24 

0 

15 

100 

7 

30  (Rubber, 

37 

63 

0 

0 

0 

100 

17 

81 

2 

0 

0 

100 

7 

32  (Stone, 

80 

18 

0 

1 

1 

100 

48 

52 

0 

0 

0 

100 

9 

Concrete) 

34  (Metal 

31 

69 

0 

0 

0 

100 

25 

75 

0 

0 

0 

100 

4 

Products) 

35  (Machinery) 

48 

48 

0 

0 

4 

100 

25 

70 

4 

0 

1 

100 

22 

36  (Electrical) 

24 

59 

0 

2 

15 

100 

6 

93 

0 

1 

0 

100 

7 

37  (Transpor- 

42 

36 

0 

3 

19 

100 

30 

55 

0 

1 

14 

100 

12 

tation) 

38  (Instru- 

0 

98 

1 

1 

0 

100 

0 

92 

8 

0 

0 

100 

2 

ments) 

All  Categories 

48 

43 

4 

1 

4 

100 

30 

61 

5 

* 

4 

100 

119 

Source:    Manufacturing  firm  survey 

*The  mean  percentages  have  not  been  weighted  by  the  tonnage  shipped  by  individual  firms  within  the  SIC 
categories.  The  mean  percentages  for  "All  Categories"  is  weighted  by  the  number  of  observations  from 
each  SIC  category. 


less  than  IX. 


Table  4.    Transportation  mode  for  shipping  goods  and  receiving  materials:   mean  percent  of  volume  by  each 
mode  for  selected  city  size  intervals  . 


 Transportation  Mode  

Shipping  Goods  (Z)    Receiving  Materials  (7,) 


City  Size 
Intervals 
(population) 

Truck 
Owned 

Truck 
not 
Owned 

Rail 

Air 

Other 

Total 

Truck 
Owned 

Truck 

not 
Owned 

Rail 

Air 

Other 

Total 

Number 
of 
Firms 

1  -  499 

37 

44 

4 

* 

14 

100 

20 

63 

Lt. 

1UU 

*  17 

2  -  500-999 

41 

48 

5 

0 

6 

100 

25 

59 

11 

* 

5 

100 

16 

3  -  1000-2499 

60 

34 

2 

2 

2 

100 

52 

40 

7 

* 

* 

100 

24 

4  -  2500-4999 

71 

29 

* 

* 

0 

100 

34 

66 

* 

* 

* 

100 

10 

5  -  5000-9999 

37 

49 

8 

6 

0 

100 

18 

76 

6 

* 

* 

100 

7 

6  -  10,000- 
30,000 

46 

47 

5 

* 

2 

100 

24 

68 

3 

2 

3 

100 

45 

All  Intervals 

48 

43 

4 

1 

4 

100 

30 

61 

5 

* 

4  " 

100 

•119 

Source:    Manufacturing  firm  survey. 


The  mean  percentages  have  not  been  weighted  by  the  tonnage  shipped  by  individual  firms  within  city  size 
intervals.    The  mean  percentages  for  "All  Intervals"  is  weighted  by  the  number  ot  observations  from  each 
size  interval. 

*Less  than  IX;  totals  may  not  add  to  100%  in  all  cases,  due  to  rounding. 
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Table  5.   Type  of  financial  assistance  reported  by  LDCe,  According  to  profit- 
nonprofit  status. 


Of 

Flrns  Reported  to  Bsvs  Received  Financial  Assistance, 
Recslvlni  Vsrlous  Types  of  Assistance* 

Percentage 

LDC  Tyfre2 

IRB 

lti 

LPO 

ASSIST 

LOAM 

OTHER 

Profit 

26 

59 

41 

'  48 

30 

11 

Nonprofit 

12 

10 

39 

32 

_!  

24 

15 

Ovsrsll 

18 

29 

40 

38 

26 

13 

Source:    Local  development  corporation  survey 

variable  names  used  In  this  tsble  for  the  types  of  financial  ssslstsnce 
refer  tot 


IRB  «  Indu* trial  Revenue  Bond 
LTI  »  Locsl  Tax  Incentive 
LPO  -  Lcasc/Purchoao  Option 


ASSIST  -  Assist  firm  in  obtsinlrg 
financing  from  alternative 
sources 

LOAN     -  funds  loaned  directly  from 

LDC  to  firm 
OTHER  "  other  type  of  flnsnclsl 
assistance 

2 

Based  upon  68  firms  reported  by  LDCe  to  have  received  one  or  more  forms  of 
flnsncial  assistance  snd  for  which  type  of  LDC  (profit  ve.  nonprofit)  vss 
reported.    Total  of  percentages  acroee  each  row  exceede  100  beceuss  some 

firms  received  more  than  one  type  of  financial  assistance. 


24 


ERIC 


Table  6.    Various  development  site  attributes  reported  by  local  development  corporations  for  firms  they  had 
helped  attract. 


By  City  Size 
in  Which  LDC 
Located 


 Percentage  of  Firms  Located  on  Sites  vith  These  Attributes  

Firm  Located  on LDC  Owned  LDC  Had  Option  on  Site  Was  in  Zoned 


jUU 

80 

80 

0 

Development  Area 
100 

500-999 

56 

19 

17 

50 

1,000-2,499 

76 

59 

33 

45 

2,500-4,999 

55 

73 

10 

82 

5,000-9,999 

83 

83 

0 

100 

10,000+ 

79 

73 

13 

83 

Overall 

71 

60 

16 

69 

Source:    Local  development  corporation  survey 

ERIC 
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Tabic  7.    Facilities  at  development  site  prior  to  fin  location,  by  2-dlglt 
SIC  codes  of  manufacturing  firms. 

Percentage  of  Firms  Indicating  Each  Tvpe  of  Pacillty 


2 -Dig it    Present  at  Development  Site  Number 


SIC  Code 
of  Firms 

Treated 
Water 

Sewer 

Rail 

Paved 
Road 

Elec- 
tricity 

Gas 

Baa  J  1  A  t  — A 

of 
firms 

20  (Food) 

31 

50 

38 

46 

69 

31 

42 

26 

23  (Apparel) 

61 

46 

8 

69 

92 

54 

31 

13 

23  (Lumber) 

50 

67 

42 

58 

83 

42 

33 

12 

26  (Paper) 

0 

0 

100 

100 

100 

0 

0 

1 

28  (Chemicals) 

4»3 

57 

43 

57 

86 

43 

57 

7 

30  (Rubber, 
Plastics) 

57 

71 

29 

57 

100 

43 

57 

7 

32  (Stone, 
Concrete) 

54 

27 

54 

46 

64 

18 

18 

11 

34  (Metal 
Products) 

40 

60 

20 

60 

60 

60 

60 

5 

35  (Machinery) 

65 

61 

35 

70 

96 

61 

65 

23 

36  (Electrical) 

71 

57 

0 

57 

86 

14 

86 

7 

37  (Trans- 
portation) 

17 

33 

17 

67 

75 

42 

50 

12 

38  (Instruments)  50 

100 

50 

50 

100 

100 

50 

2 

Total 

48 

52 

32 

59 

82 

42 

48 

126 

Source:    Manufacturing  firm  survey 


26 
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Appendix  A    Confidential  survey  of  South  Dakota  aanufacturing  firms 


(b)  l!\th«.t!Li  SUrr<nt  (?979\t0"1  «Pl°y»««  of  your  :ira  In  chl,  comunity?  r 
i  I         Th  "*,on*1  variation  tc  «ployntnt  in  your  fir-  htra?  £7  V«  Vt"nJ 

Facton  Influtnclnfi  rtra'«  Location  Declilon 

1     jMr^f™!1*,1816!  ?  n  l0C01  dfvel°P°cnt  corporator    n  the  comunity  where 
S  rh  iJT  ,        !      tava  *B  lnflucnc«  «        fin.',  d.cl.lon  to  locate  in 
South  Dakota  rather  than  so«c  other  atate?    Check  onej 
i-y  Little  or  no  Influence   O  Soot  Influence    O  Major  Influtnce 

(b>  lii'J?™  fi\UU!  °'/  l0Cil  dev*l0P-"t  corporation  in  th.  cowun..  wh.ra 
till  IZZ  rl1™1?  h-V'  *"  lnflutn"  «  th«  d.cUlon  to  loc.tt  In 

D  L  S?„  J!h!!  tha"  0t£r  c«*unl'1"  l"  South  Dakota?    Cheek  one 
U  Llttlt  or  no  influence    O  Sooe  Influtnce    O  Major  influtnce 

<H  A  butldtnt  orevtou.ly  u„.d  by  ,„othtr  ftnl  „  occu,,.„t 

(1)  Outright  rurchait   

(2)  Ordinary  lea  at   

0>  bt"r!^lW,,t  a*rttBCnt  tC  W  off  building  ffnanc.d  with  mmlclp.l  rev.nu. 

(*)  Other  type  of  leait-purchtio   

(5)  Other  (pltase  iptclfy)    


eaployct s 


1  J*!1  ~  (5)  S.Wr   

HI  lilltl^l    <»  Hard  aurflcT-roed 

<4)  Treated  „at.r    (8)  0th#r  (ip.elfy)   

(0  SZu^fl?  ,PecU!  "mldaratloni  related  to  „t.r  auppjv  involv.d  In  the 
fin  .  d.cl.lon  on  ^hich  South  Motm  cewinlty  'c^aTTfe?  all*  O  j£ 
Ji  hi*  Pl*ai«  txplaln: 


159'- 

e^cEJT.  COPY  AVJIl|BLE 
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Potells  of  »w'i  Vete C  U»« 

(s)  What  U  the  eource(e)  of  weter  uNd  by  your  flra?   Hum  estimate  the  uowti 
drevn  from  each  source  la  1978  by  the  plant  and  Indicate  the  Major  uaa  of  vatar 


Sourca 

Approximate  amount  drawn 
la  1578,  In  gallons  or 
eu.  ft*  Vindicate  which)' 

Major  uaa  lo  the  plant 
(production  purpoieaS  cool lot T 
drinking  4  eanltetiou? 
fire  protection?  otherT 

Municipal  eyitem 

PrlvQta  woll(s)* 

Othar  (please 
opacify;  a. s.i 
rural  water 
ayetoe) 

(b)  If  more  than  one  eource  la  used(  briefly  indicate  why:  . 


(c)  if  weter  is  uaed  for  production  or  cooling  purpoeest 

(1)  Ooea  water  recycling  t*Ve  place  in  the  plant?    O  Yen   C7  Mo 

(2)  What  hind  of  water  quality  le  required  for  prod  wet  Ion  or  cooling? 


(3)  Doee  the  flrn  have  to  treat  to  fat  this  ^jnlltyT  LJ  Yen  O  Mo 


(*)  If  tree  tiara  t  required ,  of  what  nature?  . 


(d)  If  municipal  eystnm  le  uaed  at  all  for  slant  water  eupply  end  water  line  did  not 
alreedy  reech  edge  of  the  indue  trial  elte  et  the  tine  f  Ira  located  here  (eee 
4,«  on  previous  pegeh 

(1)  Bow  long  waa  the  needed  line  extension?  ft. 

(2)  Who  peld  for  the  water  line  extension?  Check  ones 
C3  Municipal  water  authority  paid  for. 

O  Coat  waa  aha  red  by  flrn  and  municipal  water  authority  cr  other  public  body. 
—  f01 


LJ  Coet  vaa  paid  7or  entirely  by  flra. 
O  Other  arrangeaent  (pleeee  epeclfy); 


(3)  If  coete  were  e  ha  red,  what  portion  waa  born  by  the  flra?  Check  onei 
O  tee  a  than  30X  of  the  coete  of  extension. 
O  30X  -  601  of  the  coeta  of  extent Ion. 
O  More  than  601  of  the  coats  of  extension. 

(s)  for  the  purpoees  of  flra  protection: 

(1)  Does  the  plant  have  a  eprlnkler  eyatea?    O  Tee   O  ito 

(2)  Does  the  plant  have  lte  own  water  tower?    O  Tee  £J  Ho 

(3)  If  there  ere  problems  with  water  eupply  for  purpotoe  of  fire  protection, 

pleaaa  note  them:   


(f)  Uaa  the  flra  encountered  weter  problem*  of  eny  kind  that  night  hinder  pleat 
expemelon  In  thle  conaunlty?   CJ  Yea  £7  Mb 

If  Tea,  please  specify  neture  of  problen(e)t  


160- 

m.  mmm  4 

V    -*  -a  ' 
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Detalle  of  Flra'i  Transportation 

(1>  iir^  hSl°*  ir,/rlnclP»l  of  transportation  g.nerally  u««d  in  shipping 

wnuf.ctured  prcducts  and  In  receiving  Mt.riil,  f  rM  auppliers.  PU«I 
223  !«!!?  VPr°XlMte  <«       ^ur  tonnage  .hipped  by  .ach  .cthod 

Transportation  Method 


(1)  Products  shipped  by 
your  plant:    X  by  each 
aethod  


Owned  by 
firm  Itnlf 


(2)  Materials  received  at 
your  plant  fron 
■uppllsrs:    X  by  each 
cut  hod 


Truck* 


•Ignore  truck  deliveries  of  10 


Not  Owned  by 
rim  Itself 


Other 


Total 


100* 


1001 


alias  or  less  to  or  fro©  other  aaane  of  transport 


D  -  Dally     M  -  Mora  often  than  weekly,  but  not  dally     W  -  Weekly 
"  u»»  often  than  weekly*  but  on  tone  regular  basla 

—    llitC\?  J*  (?0t  'PpllcibU)  for  th0"  «thod.  accounting  for  1... 
than  5X  of  voluaa  In  aach  row. 


(1)  Products  shipped  by 
your  plant: 
_ delivery  frequency 


Owned  by 
Tina  Itself 


(2)  Materials  received 
st  your  plant  froa 
suppliers* 
delivery  frequency 


Truck* 


Transportation  ftethod 


Kot  Owned  by 
Flra  Itself 


Other 


•Ignore  truck  dellv.rl.s  of  10  .Ilea  or  1...  to  oth.r  ...ns  of  tr.naporT 

(C>  SIuv^rvfo^,^;ICMnt?^a<,  t!in,P°rtat!on  pr0bU"  of  «y  "nd  that  hlndar 

ESS  &uY  h°LMTUU  "  P-«»— -  tt-r.  particular 


anticipated?    CJ  ?a»    CJ  No 
If  Yes,  please  specify  nature  of  problea(e): 


laspondant's  naaa  enl  titles 


Pl«ee  rnturn  questionnaire  in  th.  anclo.ed  .t..p.d,  s.lf-.ddr.s.ed  anvtlop.  to: 


Rural  Industrial  Developaent  Project 
Econoalcs  Oapartaent 
South  Dakota  State  Unlvarelty 
Brookings,  SD  57007 
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Appendix  B    Confidential  survey  of  South  Dakota  local  development  corporation! 


Local  Developaent  Corporation  Name  , 

Address   

City  


Phone   

Zip  CoUo 


*  What  year  was  your  developaent  corporation  eatabllahed  in  thla  community?  _ 
la  the  development  corporation  a  profit  or  non-profit  organization? 
Q  Vrn til     Q  Nn»-t»ru f 1 1 

Haa  your  local  developaent  corporation  bean  succaaaful  in  influencing  any  manu- 
facturing firms  to  locate  in  the  community  alnce  1970?  Q  yea  f3  No 
If  no,  proceed  to  queatlon  number  3» 

If  yes,  please  specify  up  to  three  firms  which  the  developaent  corporation  h.tv 
recently  holped  to  locate  In  tha  coanunlty  and  complete  the  table: 


Tina  Name 

Did  the  fir-*  locate 
ou  a  specially  do- 
algnuled  develop- 
aent slta 

Did  Your  local  development 
corporation  own  or  have 
an  option  to  buy  the  site 

Was  the  Mite 
within  »» 
formally  zoned 
Imtuxtrl.il  ara 

Owned 

Option  »o  buy 

Yes        |  So 

Yea 

NO 

Yea 

No 

Yoa   j  No 

A. 

i 

i 

-J 

B.  

C. 

i 



— — 

i 
i 

 i  

i 

Note.    For  the  rc^irdcr  of  the  questionnaire,  the  firms  and  the  altea  which  they  locate  J 
on  will  be  referred  to  by  the  letter*  A,  B  or  C  associated  with  their  noaea  in  question  2. 
(It  ia  possible  that  tw>  or  all  three  flroa  are  on  the  same  development  alte.    If  ao,  noto 
that  here:   

 ^  ) 

3.    Which  of  the  following  facllltlea  were  provided  at  the  development  altc(s)  prior  to 
the  flrm'a  decision  to  locate  there  (fecilltiee  already  et  the  alte  or  paws  inn  hy  the 
site  and  ready  to  be  hooked  on  to)?    Chock  appropriate  categury(ti)  for  imcIi  kUc: 


{Treated 


}  Sewer  J 


Rail 
Service 


Firm  B._ 
Plra  C. 


Pav«d 


Electricity 


Caa  I  Building  _ 
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«.  W  d^»^^«tija.id.d  i„  tixmctat  „,  of  th...  flM, 

^         flf;.  '  CDtCK  cn*  r"**acitl  eeeletence  elteraetivee  u«ed  for  each 


Flr» 

A 


Fin* 
B 


Fir 


Financial  Ae,ttutance  Alt«m«Mv»« 


induetrial  revenue  bond.- 
loc.nl  cex  Incentive,  (e.g.,  Cex  moretorlum) 
iU««^Purciuee  option  on  building  end  lend 

W^lnCi  t0  flnB  ln  obt8lnln*  financing  fro.  other  .ourcc. 
•ucl.      co-erci.l  bank,  or  the  Steal  1  Buelnee.  AdminUcrncion 


fund.  l0.n.d  dlr.ctiy  fro.  development  xorporation  to  fim 


 i£.ci««r  (pl...e  epeclfy: 


5.  (a). 
<b). 

(c). 


£e^:^  -  or  have  en  option  to  buy  , 

It  yee.  the  elte(e)  i.7are  (check  one): 

□  owned  by  the  development  corporetlon. 

a  held  on  option  by  the  development  corporeticn. 

a  controlled  by  .  combm.tion  of  ovner.hlp  and  option  egreemente. 
"ntToi^^^  ~U  lcc.ee  on  the  .,c,(.> 


i  thro«8h  s.  w,Ch^rx^h:^r:r^:*0^c,:ry?  *«•  <™ 

_  Provide  «n.8eriel  end  en»ine.ring  kneeling  .ervice.  of  a  technical  M.u«ro 
■  —  corntt^oup":1""'  CllMte  "d  "  >etu.en  mdu.try  .rd  vnriou. 

  conduct  economic  .urv.y.  of  the  .re.  (e.g.,  i.bor  .urveyr,) 

_  uk.  inventorie.  of  .U  .v.il.ble  inau.tri.l  l.„d        building,  in  the  eroo 

_  directly  ...i.t  in^nancinT  l—P-ch...  err.ngcment,,  etc. 

~  X  VmeTl^^^^  ~  -  "  comnerci.1  bank. 
  give  tour,  of  tree  to  pro.p.ctlve  firm. 


Re.pondent'e  name  end  poeltlon:     

en""pe"cCo:n  qu"Cl0IU"1"  *  ch*  .U-p.d.  eelf-addreeecd 

Rural  Induetriel  Development  Project 
Economlce  Depertment 
South  Dakota  Stmt.  Unlv.r.ity 
Brooking.,  SD  57007 
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Prafaca 

This  publication  on  the  economic 
feaelblllty  of  fuel  alcohol  production  la 
bastd  upon  raaaarch  Csr-ducted  at  South 
Dckote  Stata  Univereity  (SDSO)  from  1981 
through  1983.   It  la  a  companion  to  our 
recently  published  report  entitled  A 
.  Swell  Scale  Plant:   Coata  of  MakintFuel 

Alcohol  (SDSU  Agricultural  Experiment  

Station  Bulletin  666,  Supt ember  1982). 
That  buUatin  detailed  the  coata  involved 
in  fuel  alcohol  production.   The  preeent 
bullatin  compare*  thoso  coata  to  cutimateU 
ratuma  from  fuel  alcohol  and  the  feed 
byproduct.    Both  coata  and  raturna  are 
calculated  on  e  1981  beela. 

The  economic  analjraia  reported  in 
thia  buUetin  and  in  Bullatin  666  con- 
etitutea  pert  0f  »  lerger,  intcrdiecipli- 
nary  foal  alcohol  atudy  Involving  SDSU 
pereounel  in  eeveral  department*.    We  vieh 
to  acknovladce  the  following  individuate 
who  have  provided  material a,  data,  and 
advice;    Carl  Wcetby  and  gill  Gibbon*, 
Microbiology  Department;  Ralph  Alcock  and 
Kurt  Baaaatt,  Agricultural  Engineering 
Department;  Ton  Chieholm  and  Scott  S tempo , 
formerly  in  the  Agricultural  Engineering 
Department;  City  ton  gnofceynaki,  Mechani- 
cal Engineering  Department;  Andrew  clerk 
end  Howard  Voelker,  Dairy  Science  Depart- 
ment; and  L.  Ben  Bruce,  Animal  and  Range 
Science  Depertment.    special  acknowledge- 
ment la  given  to  Dr.  Ardelle  Lund ten,  0ur 
colleegue  in  the  Economica  Deportment  who 
reviewed  verioue  report  drofte  nnd  wlln- 
borated  with  ua  in  aome  eepecte  of  >Jia 
elcohol  fuela  reaearch. 

Reeeerch  funda  for  thia  atudy  were 
received  from  the  South  Dakota  Agricul- 
tural Experiment  Stetioa  and  from  USDA 
Special  Reaearch  Grant  Mo.  59-2461-0-2- 
099-0. 

fmMUmmt  U  ■trwrtuci  with  m  act  nmi  1*  imi  w 
verelty.  rilat  3.4*7  er  •  t-y  tn  t  Met  <UC  <m 
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Small-Scale  Fuel  Alcohol  Production  from  Corn: 

Economic  Feasibility  Prospects 


Tttooau  L.  Dobbs,  professor,  and  Rindy  Xoffmn*  research  associate 
Economic:  Depsrtment 


Summary 

Returns  vere  compared  to  costs  for  s 
small-scale  fuel  alcohol  plant  in  this 
study.    Returns  were  based  on  use  or  sale 
of  185  proof  alcohol  and  a  seal-vet  dis- 
tillers wet  graJn  (DWG)  feed  byproduct. 
Coats  vere  basei*  on  a  plant  using  com  as 
the  feedstock  and  producing  175,000 
gallons  of  alcohol  per  year. 

Given  the  assumptions  used  in  our 
analysis,  small-  or  coamunlty-scale 
slcohol  plants  similar  to  the  one  focused 
on  do  not  appear  economically  feasible  at 
present.  Only  under  a  combination  of 
optimistic  assumptions — about  price 
relationships  and  other  variables— do 


Investments  in  small-scale  plants  appear 
to  hsve  much  chance  of  paying  off. 

Continued  Improvements  in  techno- 
logies for  producing  and  using  fuel 
slcohol  could  Improve  the  economic  pros- 
pects.   For  example,  the  ability  to 
efficiently  produce  anhydrous  alcohol  In 
small-scale  plants  could  improve  the 
marketability  and  economic  value  of  the 
fuel  product.    Similarly,  future  sharp 
increases  in  the  costs  of  gasoline  would 
increase  the  vslue  of  fuel  alcohol  as  a 
substitute  or  extender,  thereby  enhancing 
the  economic  feaslbllty  of  alcohol  plants. 
It  is  slso  possible  thst  certain  feed- 
stocks other  than  corn  might  result  in 
lower  costs  per  gallon  of  slcohol. 


Introduction 

Are  small-scale  fuel  alcohol  plants, 
with  corn  as  the  feedstock,  economically 
feasible?    We  attempt  to  answer  that 
question  in  this  report  by  compering  costs 
of  producing  hydrous  alcohol  and  dis- 
tillers wet  grain  (DWG)  in  a  small-scale 
alcohol  plant  and  transporting  the  pro- 
ducts to  users  with  returns  from  the  sale 
or  use  of  the  products. 

Details  of  the  small-scale  alcohol 
plant  cost  analysis  are  contained  in  a 
companion  bulletin  entitled  A  Saa 11- Scale 
Plant:    Costs  of  Making  Fuel  Alcohol  (SDSU 


Agricultural  Experiment  Station  Bulletin 
686,  September  1982)  by  Hoffman  and  Dobbs. 
Analysis  contained  In  that  report  was 
based  on  interdisciplinary  resesrch 
carried  out  with  the  pilot  fuel  alcohol 
plant  on  the  South  ^tkota  State  University 
(SDSU)  campus. 

Since  costs  In  that  bulletin  wcru 
based  upon  1981  price  levels  and  methods 
of  technical  operation,  returns  included 
in  the  present  bulletin  are  also  cal- 
culated on  a  1981  basis.    In  t*ie 
companion  bulletin,  costs  were  calculated 
for  two  possible  plant  sizes  and  levels  of 
annual  output.    Only  the  larger  size — 
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capable  of  producing  175,000  gallon*  of 
185  proof  .Icohol  tad  1,356  too.  of 70X 
moi.tur.  DWG  p.r  year-will  bTUtlmi  to 
it,  thi.  bull.tln.  Co.t.  p.r  gallon  of 
tlcohol  vtrt  1...  ln  6hi  larJ^  pl<mt\ 

pr,.,tnted  10  *ullttln  686  for 
wore  §1.78  per  gallon.    Thet  eetlaete  woo 
derived  under  the  following  aa.u^ion^ 
(1)  each  bujhel  of  com  yield*  U  f^oM 

mPtTS'  'lc0hol:  (2)  cor*  coot!  or  i. 
worth  $2.50  per  buahels  (3)  the  ennuel 
Jntereet  rete  et  which  the  coet  of  cepitel 
it  «*»rtliod  i.  15X5  end  (4)  the  f.Sd  £7 
product  lt  wrth  g39  per  t0J  ,,,,2^ 
nutritional  value  in  *  conbinatioVof 
dairy  heifer  and  cow  ration..  Changing 
the  veluee  in  -he  eeeuaptione  led  to  e 
range  of  coat  estimate,  for  elcohol  fro. 
the  lerger  plant.    Tho.e  eetlaetee 

If*  g\llon'  M0thcKlt  of  Pl«*  opere- 
tlon  other  than  the  MetenderdK  procedure 
could  also  load  to  different 
wtee.    (SDSU  eteff  experinentini  with  £h. 
Plant  have  tried  varioue  w«3  SSiE 
•upernatant  recycling,  for  wanpl/)  * 

Feed  byproduct  credite  were  deducted 
in  arriving  at  the  ebove  fuel  alcohol  coat 
aetw...    Only  dairy  ration,  were  con- 

J"utJn,M6,e,Tf°r,the  fMd  "Wo*"*  in 
ouiietin  686.    In  the  preeent  bullatin 

the  focua  for  feed  byproduct  uee  i.  ' 

broadened  to  include  beef  ration.. 

Conaequently,  w.  .how  how  utiliz.tion  of 

the  feed  byproduct  for  either  beef  or 

J.t.r.r^'  Bi|ht  ,ff,ct  A££  "eta  of 
fuel  elcohol  production. 

no*  Anlan,}>r,to  of  poeeible  fern  utiliM- 

waT.iio  J'1Uf  °'185  pr00f  fu>1  *lconol 
wa*  el.o  developed,  drawing  on  SDSU  en- 
gineering experiiaente  in  fuel  aubeti- 
tution. 

Tr*n*P°rt«tion  coata  involved  in 
distributing  fuel  and  feed  produced  by  . 

.71  c£ plant  :rd to  tM. 

BumZm-wS'?  C»,t'  wd"  not  deluded  in 
Bulletin  686.)    With  their  incluaion  the 

feaaibility  analyeia  of  roall-ecele  el- 


cohol  production  are  in  place.   Trane-  • 
wrjttlji  cottt  can  be  eubtrected  fro. 
fuel  and  feed  ua.  vel»e..  Frc>ductio7 
.  coat,  can  then  be  extracted  fro.  the 
coafcinea  return*  (net  of  trenaportetioo 

uiJLK  ^i?"  ?*thtr  °*  S [TPi«c 

U  likely  to  be  profitable. 

returl!*  ^        41-0  affoct  coatt  and 
returne.    income  tax  credite  ava  loblTfor 
wt  of  hydroue  alcohol  .re  ecco^ted  tol 
In  the  tr..tiient  of  fu.l  value./ 

detail,  but  their  powible  effect,  on 
coete  are  noted. 

enalvIJI  i^K!"  °f/htt  tran«Portntion 
that  the  fuel  alcohol  rlnnt  1.  locaTId  in 

►J  :  d  10  •Mtern  South  Dakota  aW 
nort.^'  wl5h  Hton-ota.  Tho  8 

i%  W4t,Uly,U  WM  totended  not  only 
and  f  d°11,r  co,tt  of  «ovtor,  ?Sj 

«nd  feed  to  uaere,  but  alao  to  indicate 
he^robable  marketing  territory  Tilt  I, 
a  mu-  or  comnunity-.cele  plant. 

For  brevity,  many  d^taile  of  our 
SSn**  are  not  included  in  thi.  report. 

ive«  ^  the  fuil  *°d  f88d  "'""a  ana- 
lyaea  on  request. 


Utlllaatlon,  v,l.^|  HarUrlni 
or  Fuel  AlcohoT  — * 

*  -  J?*  ,lcobo1  Pl«t  uaed  ea  the  nodal 
ELSE*  r*lytlI  U  of  ProJucIng 

thU  much  water  cannot  readily  be  -ixod 
with  gaaoiine  to  be  uaed  ..  »*Lu 
prefer.,  tt  m.t  *  con.idSrcd  ac  tlw 
•ola  fuel  aourc.  for  f**oline  .nd  di.Lel 
engine,  or  wag  b.  mj^ed  into  tho!o 
•nginee  vU  «difi^  ^ip*^.0 

«tent  to  which;  the  everelTf.^  2! 
la  abi*  i     everege  f.ra  coneueier 

ia  able  and  willing  tc  modify  hla  farm 
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raachinery  engines  to  run  on  Alcohol  will 
detetmine  both  the  value  of  the  alcohol 
nnd  the  marketing  area  that  will  be  needed 
to  dispose  of  the  plant's  annual  output* 


Value  of  fuel  alcoh'^  in  farm  opera tiona 

Kucl  alcohol  can  bt  used  in  both 
diesel  and  gasoline  fans  engines.  The 
amount  of  fossil  fuels  assumed  replaced  by 
alcohol  in  this  report  has  been  determined 
from  studies  conducted  by  the  Agricultural 
Engineering  Department  at  SDSU  and  by 
consultation  with  SDSU  agricultural  en- 
gineers.   One  of  these  studies  (Bassett 
1981a)  involved  altering  a  Ford  8000 
diesel  tractor  fur  fuol  alcohol  use  by 
installing  an  H  S  W  Gear  Co.  turbocharger 
and  "Aqua hoi"  injection  system. 

Results  showed  that  this  modification 
allowed  10X  of  the  diesel  fuel  to  be 
replaced  by  alcohol  fuel  without  a  signi- 
ficant change  in  power  output.    However , 
1.54  units  of  185  proof  alcohol  were 
required  to  replace  each  unit  of  diesel 
fuel.    This  indicates  that  185  proof 
alcohol  used  in  diesel  engines  ia  worth 
approximately  65*  of  the  value  of  diesel 
fuel.    In  1981,  with  diesel  fuel  at  $1.15 
per  gallon,  that  would  have  amounted  to 
$.75  per  gallon. 

From  this  value  we  muat  aubtract  th» 
cost  of  modifying  the  diesel  tractor.  The 
cost  of  purchasing  and  installing  an  M  &  W 
injection  kit  in  1981  would  have  been 
approximately  $800.    If  a  turbocharger  is 
not  already  present,  that  also  must  be 
instilled.    That  would  coot  an  additional 
$900.    The  total  modification  coat  of 
$1,700  amortized  at  15*  over  5  years 
equala  an  annual  cost  of  about  $500. 
However,  we  aasume  in  thia  analyaia  that 
the  diesel  tractors  converted  for  alcohol 
use  already  have  turbochargera.  There- 


fore, annual  (amortized)  engine  conversion 
costs  are  only  $238  per  tractor.  The 
annual  cost  of  modification  per  gallon  of 
alcohol  depends,  of  course,  on  how  tiuch 
alcohol  is  used  in  the  tractor  over  the 
courae  of  the  year. 

In  another  SDSU  study,  Bassett  and 
Chisholm  evaluated  the  performance  of 
alcohol  fuel  used  in  an  Oliver  1550  y.iuo- 
line  tractor.    Gasoline  was  uaed  for  cold 
atarting,  and  then  the  engine  was  switched 
to  alcohol  after  warn-up.  Installation  of 
a  separate  fuel  tank  at  the  front  of  the 
tractor  snd  some  cerburetor  sdjustnents 
were  required. 

The  alcohol  in  their  study  had  an  11X 
higher  thermal  efficiency  than  gasoline, 
and  its  maximum  power  was  19%  less  than 
gasoline.    Horsepower  per  gallon  was  also 
lower  for  slcohol  than  for  gasoline. 
Evaluation  of  these  results  led  us  to 
assume  that  ethsnol  can  be  aubatituted  for 
gaaoline  in  farm  tractora  in  a  ratio  baaed 
on  relative  BTU  value*  of  the  two  fuolb.2 
On  thia  basis,  it  would  require  1.65 
gallons  of  185  proof  alcohol  to  replace 
each  gallon  of  gasoline.    Hence,  when  used 
in  gasoline  engines,  185  proof  alcohol  is 
worth  61%  of  the  value  of  gaaoline.  In 
1981,  with  gasoline  costing  about  $1.30 
per  gallon,  the  alcohol  valid  would  have 
been  $.79  per  gallon. 


As  In  the  caae  of  diesel  engines,  the 
cost  of  modifying  a  gasoline  tractor  to 
run  on  slcohol  should  be  Subtracted  from 
the  replacement  value  of  alcohol.  The 
total  coat  of  engine  adjuatmenta  and  extra 
parts  on  a  gasoline  trsctor  would  be 
approximately  $200.    Amortizing  thia  cost 
over  5  years  at  15%  interest  results  in  an 
annual  modification  cost  of  about  $80. 
The  annual  modification  coat  per  gallon  of 
alcohol  depends  on  the  amount  of  alcohol 
uaed  In  the  tractor  during  the  year. 


*For  more  details  concerning  the  assumptions  and  calculation  in  thia  aection, 
contact  the  aenior  author  of  thia  bulletin. 

2This  decision  was  reached  in  consultations  with  Mr.  Ralph  Alcock  of  the  SDSU 
Agricultural  Engineering  Department. 
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Two  otter  ttuditt  have  tleo  recently 
been  conducted  et  SDSU  involving  the 
replacement  of  gasoline  with  ethenol. 
One,  by  Kelkar,  concerned  the  performance 
of  alcohol  used  in  a  atetionary  gasoline 
engine:    a  10Z-90Z  mixture  of  186  proof 
•  alcohol  and  gaaolina  could  provide  pover 
equal  to  that  of  gasoline  alone,  and  would 
not  require  n  larger  volwe  of  fuel  to  be 
burned.    However,  becauae  of  questions 
ebout  the  atebility  of  this  mixture, 
especially  st  cooler  tempera turea,  we 
decided  not  to  attune  that  hydroua  tlcohol 
could  be  mixed  with  gaaollne  in  fart, 
applicationa  et  thie  point. 

/,fift,^0ther  ,tudy»  conducted  by  Baaaatt 
US810),  involved  the  uae  of  190  proof 
alcohol  in  a  1974  Dodge  pickup.  Low 
nileage,  problem  with  atart-upe,  and 
engine  hill  after  atopa  were  initial 
results. 


Income  tax  credit 

An  income  tax  credit  can  be  obtained 
for  use  of  straight  alcohol  (with  dena- 
tured) as  a  fuel  in  a  trade  or  bueineea. 
Thua,  persons  buying  and  using  slcohol 
from  a  plant  auch  aa  the  one  depicted  in 
thie  report  would  be  enritled  to  file  for 
en  income  tax  credit.    In  1981,  th ia  tax 
credit  proyiaion  w..<j  worth  $.30  per  gallon 
for  alcohol  of  at  leaat  150  but  leaa  than 
190  proof  (Internal  Ravenue  Service).  At 
the  preaent  time,  however,  the  credit  ia 
now  worth  $.375  per  gallon  of  alcohol  in 
that  proof  range  (u.S.  Congreaa).3  A 
faro  uaer  of  alcohol  fuel  who  can  benefit 
from  edditional  income  tax  credita  would 
presumably  be  willing  to  pay  mora  for  the 
fuel  than  ha  would  be  In  the  absence  of 
this  tsx  credit  provision.    Ve  attune  for 
purposes  0f  tntlytit  that  a  farmer  would 
pass  the  full  credit  on  in  terma  of  a 
higher  purcJwae  price  for  fuel  alcohol. 

We  uae  here  the  1981  credit  of  $.30 
nil,8*1100'  t0      con«*«tent  with  othtr 
1981  coats  and  prices  in  the  anelyais. 


Whether  the  currently  higher  credit— 
epproxinately  $.08  mora  than  it  waa  in 
1981  on  185  proof  alcohol— ia  likely  to 
•  sake  much  difference  in  the  economic 
feasibility  of  small-acnlc  alcohol  nlanta 
is  diacuaeed  later  in  the  report. 


Local  morketlnfl  possibilities 
Moody  County  example 

A  coat  that  ahould  not  be  overlooked 
ia  that  of  delivering  fuel  alcohol  to  farm 
cuetomera.    Tranaportatlon  cottt  for 
delivery  from  the  hypotheticel  Moody 
County  plant  have  been  tttimated  on  tha 
baaij  of  certain  aaaumptiona  nbout  average 
liquid  fuel  me  per  farm  and  the  epatial 
dietribution  of  fuel  alcohol  coneuminc 
ftrmt. 

Agricultural  fuel  ustrt  jn  itooHy 
Couity..— The  alcohol  plant  hypothatically 
located  in  Moody  County  ie  neauacd  ti» 
produce  175,000  denatured  gallona  of  185 
proof  elcohol  per  year.    Fuel  usage  on  on 
avarege  ftrm  in  Moody  County  is  needed  to 
determine  the  number  of  farms  required  to 
coneume  thie  amount  of  fuel  alcohol,  rtnd 
ultimately  the  required  number  of  ailea 
involved  in  delivering  the  alcohol.  Toble 
1  deplete  the  diaaal  and  gaaollne  usage  of 
auch  a  farm  in  1978.    The  number  of 
gallona  of  185  proof  alcohol  needed  to 
replace  25Z  of  a  farm's  gaaolinc  usage  nnd 
10X  of  a  farm* a  diasel  ueage  ore  also 
ahown. 

There  are  obvioualy  a  number  of 
assumptions  that  could  be  made  concerning 
how  much  gasoline  or  dissel  fuel  might  be 
replaced  by  ethenol  in  fsrm  use.  For 
s  bast  cass.  ve  have  attumed  that  25%  of 
"c,h„5*ra  ■  WQliM  uaage  can  be  replaced 
by  185  proof  alcohol.    Under  that  aatump- 
tion,  each  avaraga-aixed  Moody  County  fsrm 
would  be  sbls  to  utilise  883  gallons  of 
185  proof  slcohol  snnually.    Therefore,  a 
total  of  198  ftrmt  would  be  needed  to 
consume  the  plant'a  annual  alcohol  output 
of  175,000  denatured  gallona. 


aicinSi^Stw^t^aa^o      V°  !!'  «>lloB  "uld  be  ob"iMd  '«  —  of 
U S  current  $"0  peJ  "lion?  Pr°°f '    ^  for  *lcOh01  °f  <hi«  level 
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Potential  annual  fuel  alcohol  use  on  an  average  Moody  County, 
Souch  Dakota  fans  In  the  baae  case* 


Fuel 

Total  annual 
fuel  usage2 
(gallons) 

Volumetric  value  rela- 
tive to  185  proof 
alcohol 

Gallons  of  185  proof 
alcohol  for  25Z  re- 
placement of  gasoline 
and  10Z  replacement 
of  dlesel  fuel 

Gasoline 

2,140 

1.65 

883 

Diesel  fuel 

2,082 

1.54 

321 

Totals 

4,222 

1,204 

*An  average  Moody  County  faro  contained  382  acres  of  cropland  and  pssture  land 
In  1978. 

2 

Information  on  fuel  usage  per  farm  and  number  of  farms  In  Moody  Coun  v  was 
drawn  froa  the  1978  Agricultural  Census. 

^The  volumetric  value  figure  for  dlesel  fuel  Is  bssed  on  an  experiment  done  by 
SDSU  agricultural  engineers  In  which  10Z  of  dlesel  fusl  volume  was  replaced  by 
ethanol.    The  volumetric  value  of  gasoline  In  comparison  to  185  proof  alcohol 
was  calculated  In  this  table  on  a  straight  BTO  substitution  basis. 


Fuel  delivery  costs  In  base  esse.  — 
The  totsl  cost  of  delivering  fusl  slcohol 
to  the  ferns  that  can  make  use  of  It  Is 
dspendent  on  two  fsctors:    (1)  ths  fixed 
cost  of  purchasing  or  renting  a  bulk  gas 
truck;  and  (2)  the  variable  costs  of 
operating  the  truck,  which  In  turn  depend 
on  ths  number  of  miles  thst  must  bs 
trsveled. 


Calculating  the  cost  of  purchasing  s 
bulk  gas  truck  Is  s  itraight forward  task, 
but  determining    .e  total  mileage  of  tha 
delivery  route  lr.olvea  making  tvo  assump- 
tions.   The  first  assumption  Is  that  ths 
782  farms  In  Moody  County  are  evenly 
distributed  geographically  throughout  ths 
county.   Thus,  on  average,  there  are  three 
feme  located  on  every  two  squsre  miles. 
This  mesns  that  the  fuel  marketing  terri- 
tory necesssry  to  reach  198  farms  Is  about 
132  squsre  miles. 


Ths  second  sssumption  is  that  the  198 
farms  that  will  be  using  the  slcohol 
output  ere  those  locsted  nearest  to  the 
alcohol  plsnt.    Hence,  fuel  delivery  coets 
are  based  on  ths  lowsst  possible  mileage. 

From  the  sbovs  Information,  a  schedule 
for  delivering  the  fuel  slcohol  In  Moody 
County  was  determined  ee  follows: 

(1)  A  bulk  gu  truck  with  s  tank 
capsclty  of  2,500  gallons  Is 
used  to  deliver  the  alcohol. 

(2)  Each  day  that  deliveries  ere 
scheduled,  the  truck  will  de- 
liver 400  gallons  of  fusl  al- 
cohol to  each  of  12  farms. 

(3)  Ths  truck  will  dsllver  fuel  to 
each  of  the  198  farms  twice  per 
yeer.  A  third  delivery  of  83 
gallone  will  need  to  be  mads  to 
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supply  the  necaesary  883  gallon* 
needed  annuel ly  by  each  farm. 
It  ie  aeeumed  that  the  farmers 
will  be  able  to  epread  their 
alcohol  uee  out  evenly  for  the 
ycor,  and  that  the  farmer e  will 
be  reeponelble  for  providing  on- 
fenn  fuel  etorege  cepaclty  that 
le  eufflclent  to  do  eo. 

In  Figure  1,  the  eheded  art*  of  Moody 
County  repreeente  the  marketing  territory 
(the  198  farms  neereet  to  the  alcohol 
plent).  Given  all  the  previously  etated 
aeeuaptione,  the  totel  dletance  the  de- 
livery truck  would  heve  to  travel  to  meke 
one  delivery  to  eech  of  these  faros  would 
be  epproximately  422  miles  for  tbe  flret 
two  deliveries.    The  third  delivery  re- 
quires only  197  nllee  In  crevel  because 
acre  farms  csn  be  reeched  per  bulk  truck 
tenkful  due  to  the  smaller  volume  de- 
livered to  iach  feraetead.   Therefore,  the 
tccal  ennuel  mileage  for  delivery  of  the 
fuel  nlcohol  would  be  1,041  nllee.  Thle 
mileage  wee  increased  5%,  to  1,093  miles, 
to  account  for  mlecellaneoue  travel. 

Coete  for  delivering  the  fuel  elcohol 
under  these  condltlone  are  presented  in 
Table  2.    Because  the  alcohol  plant  only 
requires  the  gas  truck  one  fourth  of  the 
tine,  it  le  assumed  thet  the  truck  le 
available  for  some  other  uee  the  remaining 
time.    Therefore,  only  one  fourth  of  the 
annuel  fixed  cost  of  owning  the  delivery 
truck  le  eeelgned  to  the  elcohol  plent,  or 
$.01  per  gallon  of  alcohol  produced  end 
delivered. 

The  operating  coete  of  delivering  the 
fuel  elcohol  to  coneumlng  fsrms  add 
enother  $.013  per  gallon,  of  which  $.011 
goee  for  labor  paymente  to  the  truck 
driver  (Table  2).    Combining  fixed  and 
operetlng  delivery  coete  Indlcetee  thet 
$.02  neede  to  be  added  to  the  coet  of 
producing  eech  gellon  of  fuel  elcohol  to 
account  for  traneporteulon. 


Ttfav  li  Htrutlng  territory  tocoapssstng  fuil  slcehol 
dtUvsry  to  th«  191  (trmt  ossrttt  tht  ileobol 

etsec. 

*  Alcohol  Plant  SUt 
HI  Arts  CoTsrsd  by  Dsltvtry  tout* 


Engine  conversion  coete  In  baea 
case.-- A  gasoline  driven  trector  could  be 
converted  to  run  on  atraight  alcohol  for 
en  annual  coet  of  about  $80.    We  assume  In 
ths  bass  case  that  25%  of  eech  farm'e 
annuel  gasoline  usage  can  be  dlepleced  by 
elcohol.    In  celculetlng  per  gallon 


4The  eeeumptlon  thet  the  198  farms  closest  to  the  alcohol  plant  would  be  thoae 
uelng  all  of  the  elcohol  le  not  neceeeerlly  totaUy  realietic.    However,  even 
If  the  alcohol  marketing  territory  were  to  triple  in  else,  it  ie  estimated  that 
per  gellon  delivery  costs  would  rise  by  leaa  than  l/2c. 
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Table  2.    Fixed  and  operating  costs  associated  with  the  alcohol  fuel  delivery 
truck  in  the  base  ceae  (175,000  denetured  gallons  of  18S  proof 


alcohol  delivered) 

A.      Fixed  cofcts 

Full  annual 

amortized 

1/4  of 

Cost/gallon 

Villi    r*rHf-«l     TTa*fnl    1  i  f * 

run  capitii    uuciui  iiic 

cost  (15% 

annual  amortized    of  alcohol 

Iten                coat  (years) 

interest) 

cost 

delivered 

Bulk  gas       $25,000  10 

$4,975 

$1,244 

$.007 

v»Vri»           i  inn  \ 

2,300 

575 

.003 

license  & 

insurance 

T<r»<t             1  inn  s 

328 

82 

.000* 

Subtotals  $28,400 

$7,603 

$1,901 

$.010 

B.      Operating  coata 

Cost/gallon 

of  alcohol 

It  eta                          Coat /unit 

Units/year 

Annual  cost 

delivered 

Gasoline                    $1.30 /gal 

219  gall 

$  284.70 

$.002 

Oil,  filter,           $17. 25 /change 

2  changea 

34.50 

.000* 

grease 

1,980.00 

Labor  $5.00/hr 

396  hours2 

.011 

Antlfreere              $15. 00 /change 

1/4  change 

3.75 

.000* 

Tune-up                    $200 /Job 

1/4  Job 

50.00 

.000* 

Subtotals 

$2,352.95 

$.013 

TOTALS  OF  A  AND  B  - 

$4,253.95 

$.023 

($.02,  rounded) 

*The  annual  coat  per  denatured  gallon  of  alcohol  la  ao  asall  chat  it  rounda  to 
0  at  three  decimal  places. 


1,093  milee/year  ■»  5  nllea/gallon  »  219  gallons. 

!8  houra  per  day  x  16.5  daya  per  route  x  3  routea  per  year  •  396  hours 
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•ngine  conversion  coiti,  it  it  further 
aaeuaed  that  one  converted  gasoline 
tractor  on  eech  farm  will  be  eble  to  burn 
ell  of  the  elcohol. 

Therefore,  the  coet  to  eech  fern  for 
converting  e  gasoline  tractor  engine  to 
run  on  185  proof  alcohol  ie  eetlmated  ee 
follove: 

$80/yr/fera  for  engine     $0.09  engine 
conversion  coets  -  convereion 

coet/gel  of 
elcohol 


883  gel  of  185  proof 
uscd/fara/yr 


Fuel  delivery  and  ^wi.nt  convereion  mmtm 
under  other  essumptlonT 

Other  fUel  displacement  eeeuaptions 
leed  to  different  eetimstss  of  dslivsry 
costs  and  engine  conversion  costs.  One 
different  asauaption  included  in  the 
analyaie  wee  that  feraere  in  the  vicinity 
of  the  elcohol  plant  would  replace  10X  of 
their  dleael  fuel  with  alcohol— in  addi- 
tion to  25X  of  their  gaeoline  fuel,  ee  In 
the  baee  esse.    The  typical  Moody  Couniv 
farm  would  then  utillte  1,204  gallons  of 
185  proof  alcohol,    compered  to  883 
gallons  xn  the  beae  caee  (Vable  1).  This 
would  reduce  the  number  of  fane  required 
to  coneur*  the  alcohol  fuel  fro*  198  to 
1«,  aleo  reducing  trevel  milts  to  deliver 

Vf!»  ;    However,  calculatione  indicete 
thet  delivery  coete  per  gallon  of  alcohol 
would  be  reduced  by  only  e  frection  of  e 
cent. 

That  very  email  rsduction  in  fusl 
transport  coete  would  be  greatly  offeet  by 
increeeed  engine  convereion  coete.  Por 
the  email  amount  of  dieeel  fuel  dleplece- 
ment   eigniflcent  engine  convereion  coete 
would  be  Involved.    Annuel  dieeel  and 
t«*oiine  engine  convereion  coete  combined 

ere  estimated  to  be  $.26  per  gellolTol  

alcohol,  compared  to  $.09  per  gallon  in 
the  beee  cese  involving  only  gaeoline 
dleplecement.   Under  these  circumstancee, 


it  cleerly  would  not  be  reeeoneble  to 
expect  many  fermere  to  purchaee  fuel 
elcohol  to  replece  dieeel  fuel. 

Though  technical  factore  appear  to 
greetly  limit  on-ferm  use  of  hydroue 
elcoho?  at  preeent,  nev  technology  might 
greetly  expand  the  potentiel  for  use  of 
m  such  fusl  at  some  point  in  the  future. 
Tractora  might  be  designed  nnd  manufac- 
tured epecifically  for  alcohol  fuel  uss, 
for  example.    With  the  possibility  of 
•uch  greeter  on-ferm  use  of  fuel  elcohol 
in  mind,  treneportntlon  costs  were  e.- 
tlmated  with  the  aaaumptlon  that  50X  ef 
both  dieeel  and  gasoline  on  farms  could  be 
replaced  by  hydrous  alcohol.  However, 
sines  engine  convereion  coete  in  this  ceee 
or  coats  of  designing  and  swinufneturing 
tractore  to  burn  fuel  alcohol  are  not 
known,  theee  coete  were  not  included. 

T«bl«  3  containe  the  eet  of  fuel 
dleplecement  eeaumptlons  for  this  portion 
of  the  analysis.    Ths  amount  0f  etlmnol 
required  to  replece  each  Rnllon  or  MepUm. 

ie  the  earns  ee  thtt  ahown  in  Table  1.  

However,  a  larger  amount  of  ethanol  per 

in  Teble  3  than  in  Teble  1.  with  the 
lerger  quantity  of  dieeel  fuel  diepleced 
per  farm In  Table  3,  with  no  experimentel 
dete  to  draw  on  for  euch  e  lerge  die- 
placement,  it  itemed  adviaeble  to  eaaume 
that  the  ethanol  would  eubetitute  for 
dieeel  fuel  in  quantities  proportional  to 
their  relative  BTU  valuee.    On  that  baeie, 
there  la  a  need  for  1.96  gnllona  of  185 
proof  alcohol  for  each  gallon  of  dieeel 
fuel  dlsplsced.d 

The  combination  cf  e  higher  tub. 
etitutlon  rete  of  alcohol  for  dieeel  fuel 
end  larger  replacement  percentages  for 
both  dieeel  fuel  end  geeoline  increaaes 
annual  per  farm  use  0f  elcohol  to  3,806 
gallons  in  Tabls  3,  compared  to  only  1,204 
gellone  in  Table  1.    The  number  of  farms 
rsquirsd  to  consume  ths  plant 'e  175,000- 
gsllon  per  yssr  alcohol  output  la  reduced 
from  198  in  the  base  case  (gasolins  dsts 
from  Tabls  1)  to  46  in  this  esse.  Thoss 
$6  farms  would  represent  t  marketing 
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Table  3.  Potential  annual  fuel  alcohol  uae  on  an  average  Moody  County, 
South  Dakota  fen,  assuming  50X  replacement  of  both  gssollne 
and  dietel  fuel1 


Cellone  of  185  proof 
alcohol  for  I>0% 


Fuel 

Totsl  annuel 
fuel  usage2 
(gallons) 

Volumetric  value  rele- 
tive  to  185  proof 
alcohol^ 

replacement  of 
dleeel  fuel  and 
gasoline 

Casollne 

2,140 

1.65 

1,766 

Diesel  fuel 

2,082 

1.9b 

2,040 

Totals  - 

4,222 

3,806 

An  average  Moody  County  fet-m  contelned  382  acres  of  cropland  and  pasture  land 
in  1978.  / 

2 

Infonwt^on  on  fuel  usege  per;  fen  end  number  of  fens  in  Moody  County  wee 
drawn  from  the  1978  Agricultural  Census. 

"Volumetric  value  figures  are  baaed  on  the  etrelght  substitution  of  gTU'a  per 
gallon  between  185  proof  alcohol  and  both  dleael  fuel  and  gasoline. 


territory  of  31  square  miles,  about  one 
fourth  the  baae  esse  territory. 

In  eplte  of  the  much  smaller  fuel 
marketing  territory,  estimated  delivery 
coete  are  only  e  fraction  of  e  cent  per 
gallon  less  thsn  in  the  beee  ceee.  One 
reeson  for  thia  la  that  fixed  coete  It 
owning  the  delivery  truck  are  ebout  the 
same  in  each  case.    A  second  reeson  le 
that  the  time  e  truck  driver  wouid  need  to 
be  hired  And  paid  for  is  not  greetly  less 
in  this  alternative  cac*  than  in  the  base 
case.    Hence,  even  with  the  reduced 
transport  miles,  fuel  delivery  coete  are 
still  around  $.02  per  gallon. 

Furthermore,  the  uss  value  of  the 
alcohol  would  be  lower  in  thle  ceee  than 
in  the  beee  ceee.    Thle  is  due  in  pert  to 
the  lerge  amount  of  alcohol  required  to 
replece  eech  gallon  of  dlesel  fuel  com- 
pered to  the  amount  required  to  replece 
each  gallon  in  the  base  (gasoline  only) 
case.    In  addition,  since  the  value  of 


elcohol  le  detenlned  by  tha  coat  of  the 
fuel  it  replaces,  alcohol  would  be  worth 
leee  when  replacing  large  amounts  of 
dleeel  fuel;  the  price  of  dleeel  fuel  le 
lees  chan  that  of  gaeoline. 


Conclueione  oa  returns  from  ssle  or  use  of 
185  proof  slcohol 

Estimates  of  fuel  value  and  delivery 
coete  cen  now  be  used  to  drew  conclusions 
on  the  possible  returns  from  ssle  or  use 
of  185  proof  alcohol.    Estimates  from  the 
baae  cese  can  ba  used  in  the  following 
formula: 

Replacement  Ligine 
Return  on     Vllut  of  cou»?reion 
ethenol     *  »thanol         -  cost 

Fuel  delivery     Income  tax 
-  coat  +  credit 
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Placing  the  per  ts Hot.  estlnates  froe 
the  bsse  esse  in  this  foraule  yields  the 
following  rosultj 

Return  per  gellon 

ot  ethonol  *  5.79  -  .09  -  .02  +  .30  -  $.98  " 

We  c*n  eee  that  the  uli  value  of  alcohol 
froa  tho  SMll-acale  plnnt  would  be  e 
little  Icnb  than  $1  per  gallon  undor  those 
sssutptlons.    With  the  current  lncoew  tax 
credit  on  185  proof  elcohol  of  $.375  per 
gillon  rether  then  the  $.30-credlt  In 
effect  during  1981,  tho  alcohol  return 
Increeees  to  around  $1.05  per  gallon. 

The  alternative  fuel  uae  eeauajptlone 

discusaci  would  likoly  lead  to  lover  net 
recurna  than  do  those  In  the  baae  cas*. 
Hence,  the  beae  case  fuel  return*  will  be 
used  In  tha  remainder  of  thle  report. 
(Soee  mention  will  be  Made  in  the  Con- 
clusions aectlon  about  the  poaalblllty  of 
narkatlng  hydrous  slcohol  to  plenta  that 
would  dehydr.iie  It  for  use  In  gaaohol.) 


Utllltstlon,  Value,  and  M*rk«tinr 
of  Distillers  Wet  Grain 

Revsnuea  fron  the  eale  of  dlatlllere 
wet  grain  (DWC)  will  very  atrongly  In- 
fluence economic  fesalblllty  prospects  for 
fuel  alcohol  plenta.    Although  bom  other 
atudies  have  contained  est lasted  revenues 
frosj  the  faed  byproducte  of  slcohol 
plante,  little  ettentlon  hss  been  devote* 
to  handling  and  aarketlng  costs.  The 
present  study  does  consider  tranaportatlon 
coeti,  aa  well  as  costs  of  preserving  the 
70S  aolsture  feed  byproduct, 


Velue  oi  DWC  csed  in  delry  retlone 

Moot  of  the  nutrition  reeesrch  done 
on  use  of  slcohol  plsnt  feed  byproducte 
i-;dic*t*e  that  tha  use  value  Is  greatest 
In  rstions  of  ruainsnt  livestock*  Thus, 
both  beef  and  delry  animals  ere  likely 
uaera  of  DWC  auppllaa.    In  our  esrller 
etudy  (Koffnan  and  Dobbs),  we  sxsalned  the 

12 


uae  of  DWC  In  delry  ration*.    The  con- 
clusions, baaed  on  1981  feed  costs,  are: 
value  In  dairy  heifer  rations,  $65.85/ton- 
.  value  In  lectatlng  delry  cow  ration*, 

frri:{t<ms  Md  TO  «*■"*•  or  tho  two, 

$56.00/ton. 

rrom  these  values,  $12.60/ton  vns 
subtracted  for  propionic  m-ld  coHte.  Tt 
va«  felt  that  propionic  BCld  night  be 
needed  In  aoee  clrcueaitancee  to  assure 
that  spollsg*  of  DWC  le  prevented  for 
spproxiswtely  2  weeks.    This  deduction 
reeulted  In  net  feeding  veluee  equaling 

lll'll  lOT  h,lf,r,»  for  cow*,  „nd 

?«3.e0  for  an  iversge  of  the  two. 

Since  tran*portstlon  cost*  vurc  not 
•stlmated  In  the  earlier  etudy,    a  die- 
count  of  10Z  woe  applied  t*  account  for 
•peclel  handling  and  tranaportntion  costs. 
Thl*  left  net  feed  sal*  or  uae  value*  of 
W8/ton  for  halfere,  $itl/ton  for  row*,  nnd 
539/ton  for  the  cverage.    On  a  per  gallon 
or  alcohol  fuel  producod  banls,  tho  by- 
product value*  resulted  in  credlta  of 
5.37,  $.23,  snd  $.30  for  hsifsrs.  cove, 
«nd  th*  av*r*g«,  raapectlvely. 


Velue  of  DWC  uaed  In  beef  rations 

The  ACKET  cosiputer  systesi  vns  used  to 
eetlaate  feeding  vsluee  of  DWC  In  beef 
rstions,    The  "Peedalx"  progrnn  vna  utilis- 
ed In  eerly  1982,  with  feed  prices  as  of 
1961.    The  program  detemlnee  the  leaat- 
coat  ration,  given  different  available 
feede,  feed  price*,  and  nutrition  coeffl- 
clente  for  eltemetlve  rations.  Koy 
assumptions    In  th*  beef  ret  Ion  analysis 
were  the  following! 

(1)    the  focus  would  be  on  foedlot 
ration* 9 

<2)    cattl*  would  enter  tho  foedlot 
at  700  pounds  and  leave  st  1,100 
pounds,  and 

<3)    esch  snlaal  would  gain  an  nvur- 
*t*  of  2.75  pounds  per  day—  thu* 
•Uowlng  for  145  dsys  on  rations 
consisting  partially  of  DWG. 
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Glvep  various  asaunptions  used  in  Che 
analysis,    we  found  thst  DWC  could  econom- 
ically  substitute  for  none  of  the  other 
protain  supplements,  some  slfslfs,  snd 
some  corn  in  beef  feedlot  rstions.  The 
least-cost  rations  Included  an  sverage  of 
7X14  pounds  of  DWC  (on  a  70X  moisture 
basis)  per  dsy  per  animal.    At  this  level 
of  use,  DWG  had  «  value  of  $30.80/ton  in 
the  beef  r.itJuns. 

Subtrsctlng  $12.60  per  ton  for  pro- 
pionic acid  results  in  a  value  of  $18.20/ 
ton.    A  further  10X  deduction  for  handling 
and  transportation  coats  yields  s  net  fscd 
sale  or  uae  value  in  beef  rations  of 
$16/ton,  or  $.13  per  gallon  of  alcohol 
produced.    Thla  is  a  much  lover  feed 
byproduct  value  than  wns  estimated  for  the 
dairy  anlaal  rations. 

The  following  section  contains  esti- 
statea  of  transportation  coats  for  dis- 
tributing the  feed  byproduct,  so  thst  the 
very  rough  10X  deduction  can  be  sltered. 


Local  marketing  possibilities;  Moody 
County  example 

The  DWC  marketing  analysis  is  con- 
cerned with  determining  the  costs  of 
trsnsporting  DWC  from  the  hypothetical 
Moody  County  alcohol  plant  site  to  con- 
suming beef  farms.   The  cost  estimates  are 
dependent  on  assumptions  about  the  avcrsge 
amount  of  DWC  thst  can  be  consumed  per 
farm  and  the  spatial  distribution  of  beef 
csttle  fattening  farms  throughout  Moody 
County . 

The  hypothetical  fuel  alcohol  plant 
is  cspable  of  producing  about  1,356  tons 
of  70X  moisture  DtS  annually.    To  cal- 
culate the  coata  of  delivering  that  annual 
output  to  consuming  farms,  we  hsd  to  know 
the  average  DWC  consumption  capsbility  of 
each  individual  farm.    The  1978  Census  of 
Agriculture  shows  that  an  average  Moody 
County  beef  fattening  farm  sella  81  head 


of  cattle  annually.    Clven  the  previous 
assumptions  cm  DWC  consumption  per  animal, 
the  amount  of  DWC  each  beef  fattening  I.\rm 
can  ba  axpected  to  purchase  ssch  year  is 
computed  aa  follows: 

(81  head  per  farm)(7.14  pounds  of  DWC/hcad) 
(145  daya/hesd  in  feedlot)  -  83,859.3  pounds 
of  DWC  fed  per  farm  per  year,  or  About  41.9 

tUIIS 

With  esch  beef  fsttening  farm  using 
41.9  tons  of  DWC  annually,  the  nlcohol 
plant*s  output  of  1,356  ton*  could  be 
totally  ronsumet  by  about  32  farms. 

Feed  delivery  coats  in  baso  c.isc.— 
Feed  delivery  costs  Are  based  on  the  flx*d 
co*t  of  owning  or  rontlng  u  delivery  truck 
and  on  the  varlabla  coat£  of  operating  the 
delivery  truck.  Variable  costs  depend  on 
the  miles  the  truck  must  travel  to  deliver 
feed  and  on  the  amount  of  time  it  takoa  to 
travel  the  delivery  route. 

In  thia  analyals,  the  delivery  route 
hss  been  calculated  under  the  assumption 
that  the  237  beef  fattening  farms  of  Moody 
County  ara  evenly  dlatrlbuted  geographic- 
ally throughout  the  county.    This  means 
that  there  are  about  four  beef  fattening 
farms  on  each  9  squsre  miles  of  Moody 
County.    Therefore,  the  marketing  terri- 
tory envaloping  32  beef  fattening  farms 
would  be  about  72  square  miles. 

Moreover,  it  is  assumed  in  the  baso 
case  that  the  32  farms  nearest  to  the 
alcohol  plant  will  be  the  ones  buying  the 
0WC.    Thus,  the  delivery  route  mileage 
will  be  st  its  absoluto  minimum. 

In  Figure  2,  the  shsded  srea  of  Moody 
County  represents  the  marketing  territory 
for  use  of  the  DWC  by  the  32  farms  nearest 
to  the  alcohol  plsnt.    A  schedule  for 
delivery  to  those  farms  was  based  on  the 
following  assumptions: 

(1)    A  1-ton  truck  would  deliver  the 
DWC. 


6por  more  details  concerning  assumptions  (such  as  prlceo  of  feeds  other  than 
DWC)  and  calculations  in  thia  section,  contact  the  senior  author  of  this 
bulletin.    It  should  be  noted  thst  DWC  could  be  used  ss  a  protein  supplement  In 
rations  of  smaller  beef  snimals  (e.g.,  In  the  400-700  lb    range),  aa  well. 
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M*ur.  2i  H-rt«tiM  crrlury  «oc<*,„,1(*  DUB  4«llmy 
"  ftttMUt  f*r»  Mmt  U« 

*  Alcofctl  ruot  tic* 


(2)  Because  it  la  uiuwd  that  tht 
DWJ  can  be  itoreJ  for  only  2 
veeki  without  epollega,  at- 
liverlee  suit  ba  made  to  each 
consuming  fan  evary  2  weeks. 

(3)  The  truck  auat  ba  weighed  Wore 
each  dallvery  to  determine  tha 
amount  of  L\K  delivered.  There- 
fore,  It  would  ba  neceeeery  to 
travel  to  each  ferm,  unload,  and 
travel  back  to  tha  alcohol  plant 


for  reloading  and  weighing 
before  del Ive ring  to  tha  next 
fere. 

(*)   The  delivery  truck  would  need  to 
deliver  about  1.6  tone  of  SUB  to 
between  two  end  three  feme 
d***y»  °°  ever  age.   Thla  da- 
livery  echedule  would  provide  a 
2-week  eupply  of  DW  to  each  of 
the  32  consuming  ferae  every  2 
veeke  and  would  permit  dellverlee 
cone  o tent  with  tb%  production 
cap*bi:itlee  of  the  alcohol 
pleat.    Delivery  ti*e  i.4  estimated 
to  avert;*  3  houre  per  day,  365 
daye  per  year. 

Delivering  DUG  to  the  32  conaumlng 
ferae  would  result  In  total  annual  de- 
livery mileage  of  9,334  mil...    Adding  5X 

;°L^,?!IUntOU*  tr4Vtl  *lv"  0  totol  of 
9,800  allee. 


•      C?,U  for        ^-livery  are  ehovn  in 
Table  4.    All  of  the  fixed  coite  for  the 
truck  ere  applied  to  the  coet  of  DWG 
distribution.    Since  the  truck  will  be 
uitd  every  working  day  for  et  leaat  3 
hour.,  It  la  unlikel)  that  the  truck  could 
be  ueed  prectlcally  by  eome  other  com- 
mercial entity  during  the  remainder  of 
tech  day.    However,  the  truck  could  be 
ueed  for  other  mlecellereoue  f unctione 
*round  the  alcohol  plant.    Total  fixed 
coite  for  DM5  delivery  amount  to  5.023  per 
gallon  of  alcohol  produced. 

Operating  coete  associated  with  DUC 
delivery  ere  ehcvn  In  pert  B  of  Table  4 
Theee  total  $.049  per  gallon  of  alcohol 
produced,    ^abor  coete  of  $.031  per  gallon 
account  for  tha  lergaet  there  of  operetlnt 
coite. 

Fixed  and  operating  coete  for  feed 
byproduct  delivery  combined  totel  $.07  per 
I •11cm  of  alcohol  produced  by  the  plant. 
ThU  comparee  to  cobte  of  $.01  to  $.04  p.r 
gallon  If  we  .Imply  apply  10%  deduction! 
ror  handling  and  traneportetlon  of  DUG  to 
previously  shown  veluee  for  uee  of  DWC  in 
d«iry  and  beef  retlona. 

Feed  delivery  r_n«r«  ..n^.r 
eettaptlone — YmmA  dollvery  coats  woro 
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Table  4.    Tixed  and  opereting  coats  associated  with  the  WO  delivery  truck  In 
the  but  cast  (175,000  gallon  fuel/year  alcohol  plant  with  1,356 
tone/year  of  DWC) 


A.     Flxeo  costs 


Full  annual 

amortised 

Coat /gallon 

Full  cepitU 

Useful  life 

coat  (15 X 

of  alcohol 

Item 

coet 

(yeare) 

Interest) 

delivered 

1-ton 

$14,000 

10 

$2,786 

$.016 

truck 

Vehicle 

960 

1 

960 

.005 

llcenee  & 

inturence 

Tlrai 

900 

5 

268 

.002 

Subtotal* 

$15,860 

$4,014 

$.023 

B.     Operating  costs 

Cost /gallon 

of  elcohol 

Item 

Cost/unit 

Unite/year 

Annual  coat 

dellverod 

Gasoline 

$1.30/gel 

891  gal1 

$1,158.30 

$.007 

Oil,  filter, 

$14.75/chenge 

3  change* 

44.25 

.000* 

grease 

Labor 

$5.00  Air 

1,095  houre 

5,475.00 

.031 

Antifreeze 

$15.00/c!unge 

1  change 

15.00 

.000* 

Tune-up 

$200 /job 

1  job 

200.00 

.001 

Weigh "payments 

$2.00/weigh 

912.5  velghe 

1,825.00 

.010 

Subtotele 

$8,717.55 

$.049 

TOTALS  07  A  AND 

B  - 

$12,731.55 

$.072 

($.07,  rounded) 

*The  annual  coat  per  denatured  gallon  of  alcohol  le  eo  small  that  it  rounde  to 
0  et  three  decimal  plecee. 

H.SOO  miles/yeer  <•  11  miles /gallon  -  891  gallons 


To  veigh  the  truck  carrying  DUS,  it  is  assumed  that  the  alcohol  firm 

could  use  the  local  grsin  elevator  ecale.    An  averege  of  2.5  veighe  per  dey 

et  $2/veigh  tiaee  365  deye/yeer  -  $l,825/yeer 
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also  calculated  on  the  assumption  that 
only  every  other  beef  fattening  firm 
reaching  out  fro*  the  plant,  rather  than 
each  fern  cloeeat  to  the  plant,  would 
utilize  DUG.   This  alternative  assumption 
causes  the  DUG  marketing  territory  to  bo 
144  square  alles,  compered  to  72  equare 
miles  In  the  base  case.    Delivery  alleege 
therefore  increcsee  froa  9,800  to  14,140 
miles. 

The  increased  mileage  cauaee  operat- 
ing costs  for  the  feed  delivery  truck  to 
rlee  from  $.049  to  $.063  per  gallon  of 
alcohol  produced.7  (Fixed  coeta  associated 
with  DUG  delivery  are  eesumed  unchanged.) 
Total  fixed  and  operating  coate  of  DUG 
delivery  thus  rise  from  $.07  per  gallon  of 
alcohol  In  the  base  case  to  nearly  $.09 
per  gallon  In  this  slternstlve  case. 

Other  research  at  SDSD  is  currently 
examining  feed  byproduct  use  and  marketing 
In  a  more  dairy-oriented  county  of  eaetern 
South  Dakota.8   Preliminary  results  in- 
dicate that  feed  byproduct  delivery  costs 
would  come  to  about  $.05  per  gallon  of 
rlcohol. 

We  thus  have  eetimatee  of  feed 
byproduct  delivery  costs  ranging  from  $.05 
to  $.09  per  gallon  of  alcohol  produced. 
The  middle-range  $.07  per  gallon  eetlmate 
froa  our  base  case  thus  seems  reasonable. 


Concluslone  on  returns  from  sale  or  uae  of 

DWG  " 


The  byproduct  i  stums  net  of  preservative 
•ad  transportation  costs  range  froa  $.07 
to  $.30  per  gallon  of  fuel  alcohol.  They 
were  calculated  with  the  following  for- 
'aula: 


Return  on 
feed 

byproduct 


Value  of  feed 
'  byproduct  In 
llveetock 
ration 


Cost  of  pre- 
servative 


-  Transportation  cost 

For  ths  bssf  ration  with  transporta- 
tion costs  as  calculated  In  the  market 
territory  analysis  (as  opposed  to  the  10X 
deduction),  the  calculation  looke  like 
thle: 


Feed  byproduct 
return  per 
gallon  of     -  $.24 
ethanol 


.10 


$.07/ 
gellon 

of 

ethanol 


The  calculations  for  othsr  ports  of  Tnblo 
5  were  carried  out  in  the  sane  way.  In 
the  laet  column,  however,  the  traneporta- 
tlon  coat  deduction  was  elmply  102  of  the 
feed  value  net  of  preeervetlve  co*t.  That 
was  the  procedure  ueed  In  our  prsvlous 
report  (Hoffman  and  Dobbe),  In  which  we 
referred  to  the  10*  as  a  discount  for 
"handling  and  transportstlon". 

Figures  in  Tabls  5  are  Intended  to 
convey  a  general  picture  of  possible  feed 
byproduct  returns  to  includs  In  fsaslblity 
analyses  of  saall-scsle  fuel  alcohol 
plants.   They  are  not  intended  to  be 
directly  used  for  feeding  recommenda- 
tions.' Actual  fssding  valuee  In  any 
given  sltuetlon  will  depend  on  sizes  and 
typee  of  llveetock  being  fed,  alternative 
feede  available,  prlcee  of  alternative 


Our  conclueions  on  returns  froa  eale 
or  uie  of  DWG  ere  preeented  in  Table  5. 

7The  operating  cost  lncreeee  1.  due  to  greater  gasollns  consumption  and  more 
man  hours  required  to  cover  the  delivery  route.   Henhour  requlreaents  In- 
crease to  4  hours/day,  compared  to  3  hours/day  In  the  base  case. 

8 

This  research  will  be  reported  in  a  Master,  the. is  In  Economice  by  Dr.ryl 
Brehm.    The  thesis  Is  currsntly  In  draft  form.    In  thft  study,  dairy  animals 
utilize  the  feed  byproduct. 

9 

A  more  detailed  analysle  of  how  the  bypass"  protsin  charactsristics  of 
DWG  affect  feeding  values  might  lead  to  higher  value  eetlaates  than  oura 
in  some  casee. 
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Tab  It  S.    Eatisatad  raturo*  fro*  salt  or  um  of  OW  (175,000  gallon  fuel /year 
alcohol  plant  with  1,356  tona/yaar  0f  OWC) 

I*  tine  ted  returns  nat  of  prtaarrative 

 and  transportation  costsj  

Assisted  uss  If  traneportstion  costs  If  tr  asportation  costs 
of  DWS  $.07/gal  of  alcohol2  ara  IPX  of  rsturne3 

—food  byproduct  rtturns  par  gallon  of  alcohol  produced — 

In  bssf  ration*  $.07  $.13 

$.26  $.30 

^Includss  $12.60/ ton  of  DWG  deduction  for  cost  of  propionic  acid  uaad  aa 
prsssrratlve. 

2 

As  sums  that  alcohol  plant  la  locatad  In  Moody  County  and  that  ft  ad  by- 
product transportation  costs  art  $.Q7/gellon,  whether  daliyered  to  bttf 
or  to  dtiry  fams. 

3Tht  10Z  deduction  It  in  lieu  of  a  deduction  basad  on  tba  calculattd  cott 
($.07/gallon  of  alcohol)  of  faad  byproduct  dt livery. 

4 

Rt turns  basad  on  cverajt  of  Valuat  in  usa  in  dairy  halfar  and  dairy  cow 
rations. 


protsln  tupplaaentt,  ration  formulations,  othar  typaa  (particularly  dairy  helftrt, 
ate.  in  this  cast).    Fteding  largt  nuabtrt  of 

animals  in  rary  closa  proxlaaty  to  tha 
alcohol  plant  could  increase  nst  byproduct 
Nevtrthtlest,  Tab Is  5  doas  asks  clssr      rs turns  in  tvo  ways.    It  could  concslvably 
that  nst  rsturns  on  ft#d  byproducts  could       rsduca  or  ellmlnatt  ths  ntad  for  a  food 
bt  qultt  low  in  sons  circus*  tsnctt.  prsssrvatlve,  If  ths  fasd  is  consumed 

Fsediag  DW3  to  sons  typss  of  animals  quickly  on  s  yaar-round  basis.  Trene- 

(fsttanlns  bsef ,  in  this  cast)  could  givs       portatlon  costs  could  also  ba  rtJuced  or 
auch  lower  rs  turns  than  fsadlng  it  to  sllmlnated. 
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Conclusions 

We  cm  pull  the  pieces  of  this  analy- 
sis together  by  thinking  in  terns  of  the 
following  formula : 


.Returns  net 
of  costs 


Returns  on 
ethanol 


Costs  net  of 

byproduct  credit 


where; 
(1) 


Costs  net  Costs  of  pro- 
of bypro-  ducing  the  Returns  on 
duct  -  ethanol  and    -  feed  by- 
credit  feed  byproduct  product 


and 


(2)  Returns 
on 

'thanol 


Replacement     Engine  con- 
value  of      -  veralon 
ethanol  cost 


sry  + 


Income 
tax  credit 


(3) 


«) 


Returns  on  Value  of  feed 
feed  •  byproduct  In 

byproduct        livestock  ration 


-  Cost  of 
preservation 

Cost  i  of  producing 
et'.i  .nol  an  '  feed 
byproduct 


Transportation 
cost 

Costs  (before 
-  deduction  of  feed 
byproduct  credits) 
estimated  In 
Bullstln  686 
(Hoffman  and 
Dobba) 


General  reaulta 


An  overview,  obtained  by  including  our 
data  in  the  above  formula,  is  contsined  In 
Table  6.    Columns  A  and  6  of  that  table 
ooth  indicate  negative  "returns  net  of 
costs"  for  various  assumptions  used  In  the 
study.    In  other  words,  the  type  of  alcohol 
plant  analyzed  appears  economically  in- 
feaaible.   


The  costs  and  returns  situation  ap- 
pears worat  (-$1.03/gallon)  with  the 
baseline  production  coat  eatlaate  combined 
with  the  feed  byproduct  being  fed  to  beef 

18 


animals  and  tranaportatlon  coats  being 
estimated  according  to  the  routing  aetJ'od 
used  in  this  report.    It  Is  lsaat  bleak 
, <-$.61/gallon)  when  the  lowest  production 
cost  estimate  (from  Hoffman  end  Dobba)  is 
combined  with  the  feed  byproduct  being  used 
for  dairy  animals  and  tranaportatlon  costs 
being  einply  figured  at  10X  of  the  feed 
•  value  (net  of  preaarvatlve  costs).  Pro- 
duction costs  in  this  lattwr  case  were 
baaed  on  $2.00  per  buahal  corn,  as  com- 
pared to  $2.50  per  bushel  corn  iq  the 
baseline  case  (Hoffman  and  Dobbs,  Table  U) . 

According  to  these  findings,  either 
returns  on  the  alcohol  fuel  and  the  feed 
byproduct  would  need  to  substantially 
lncreaaa  or  costs  of  production  would  need 
to  substantially  dscrcase  for  a  small-acale 
plant  to  be  economically  feasible  with  corn 
as  the  feedstock. 


Some  return  considerations 

The  returns  calculations  in  Table  6 
were  based  on  the  $.30  per  gallon  lncone 
tax  credit  available  in  1981  for  users  of 
150  to  189  proof  alcohol.    However,  It  is 
clear  that  figuring  the  current  $.375  per 
gallon  credit  on  alcohol  of  this  proof 
would  make  little  overall  difference  in  the 
proapectt  for  economic  feaeiblllty.  The 
Income  tax  credit  would  have  to  be  aore 
than  three  class  its  1981  level  to  bring 
even  the  moat  optimlatic  situation  depicted 
In  Table  6  into  an  econonlcnlly  feasible 
realm. 

Our  returni  calculatlona  in  thla 
report  ware  all  baaed  on  the  aaauaptlon 
that  the  hydrous  alcohol  would  be  used  on 
farms.    However,  it  is  soaetlses  possible 
to  sell  hydrous  alcohol  to  rsflnsrs  who 
take  this  product  to  the  anhydrous  stage  to 
bs  marketed  and  ussd  In  a  10X  blend  wltn 
gaeollne  (as  "gaaohol,"  "auper-unleaded 
gasoline,"  or  whatever  tens  is  used). 
However,  it  is  doubtful  that  even  that 
possibility  would  at  praaant  provide  suffi- 
cient fuel  returns  to  make  faaalble  the 
kind  of  small-scale  plant  we  have  analyzed. 

In  lata  1982,  anhydrous  (200  proof) 
fuel  alcohol  waa  worth  $1.70  per  gallon  in 
Ooaha,  HE.    The  price  of  anhydrous  alcohol 
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Table  6.    Returrs  net  of  cotes  for  a  smell-seals  alcohol  plant  (175,000  gallon 
'uel/yeer  alcohol  and  1,356  tons/year  of  DUG)  when  returns  on  alcohol 
are  $.$8/gallon 


(1)  (2) 

When  bypro-  Returns 

d'jct  la  used  on  feed 

at  indicated  byproduct* 


Basallns  cost  case* 


(3) 

Costa  net  of 

byproduct 
credit  


Returns  nst 
of  costy 


 Low  cost  case-* 

 65  

Costa  net  of 


76T 


byproduct 
credit 


Returns  net 
of  coats 


(1)  In  beef 
animals 


 dollars  per  gallon  of  slcohol  produced  


(a)  With 
transp.  coses 
estimated  on 
basis  of  route 
analysis4 

(b)  With 
transp.  cose* 
estimated  on 
10*  of  baals 
of  feed  voluc 


.07 


.13 


2.01 


-1.03 


1.82 


-.84 


(2)  In  dairy 
animals 


(a)  With 
transp.  costs 
estimated  on 
basis  of 
route  analysis 

(b)  With 
transp.  costs 
estimated  on 
10X  bssls  of 
feed  value4 


.30 


1.82 


-  .84 


.65 


.61 


^Information  taken  from  Table  5. 

2Ba.  ellne  case  in  the  earlier  report  by  Hoffman  and  Dobba,  where  costs  of  production 
before  deduction  of  feed  byproduct  credit  are  $2.08/gallon. 

3Low  estimate  in  the  earlier  report  by  Hoffman  and  Dobbe,  where  costs  cf  production 
before  deduction  of  feed  byproduct  credit  are  $1. 89 /gallon. 

4 

In  this  base  case,  beef  farms  closest  to  the  plent  utilised  ths  DWC. 
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•cross  the  country  was  about  $.C5  per 
gallon  less  than  it  had  been  a  year  earlier, 
in  late  1981.    Thus,  let  us  assume  that 
anhydrous  alcohol  in  thia  region  was  worth 
about  $1.75  per  gallon  in  late  1981.  Over 
the  past  year  or  so,  185  proof  alcohol  told  ■ 
for  about  $.40-. 50  per  gallon  less  than  200 
proof  alcohol— when  a  market  could  be 
found.    If  we  subtract  $.45  from  $1.75, 
Chat  leaves  an  estimated  norket  value  of 
$1.30  per  gallon  of  185  proof  alcohol. 
Even  igporing  some  transportation 
costs  the  seller  nay  wei;  hsve  to 
bear,  the  prospects  for  plant  feasi- 
bility still  do  not  appear  good.  The 
$1.30  return  is  only  $.32  per  gallon  more 
than  that  estimated  as  the  return  for 
alcohol  used  on  fame  near  the  plant.  We 
can  see  in  columns  4  and  6  of  Table  6  that 
costs  exceed  returns  by  much  more  than  that 
in  all  instances . 

Eventually,  if  a  well  integrated 
regional  system  of  small-  and  large-scale 
alcohol  plants  were  to  develop,  the  price 
of  hydrous  alcohol  0*ght  substantially 
improve  relative  to  the  price  of  anhydrous. 
Large  plants  might  then  contract  with  small 
plants  for  regular  supplies  of  hydrous 
alcohol,  to  dehydrate  and  market  along  with 
their  self-produced  alcohol.    If  this  were 
to  come  about,  it  could  help  to  reprove  the 
prospects  for  economic  feasibility  of 
small-scale  plants.    At  the  present  time, 
however,  the  market  for  hydrous  alcohol  is 
not  well  developed  in  many  psrts  of  the 
country. 

Another  possibility  for  higher  returns 
than  those  imbedded  in  Table  6  is  in  the 
area  of  feed  byproduct  values.  Estimated 
returns  for  use  in  dairy  heifer  rations 
were  higher  than  in  lactating  dairy  cow 
rations.    The  estimate  in  the  last  two  rows 
of  column  2  in  Table  6  is  based  on  an 
average  of  the  two  dairy  ration  values. 
Had  ve  used  the  dairy  heifer  ration  value 
alone,  the  byproduct  returns  for  dairy  use 
(and  associated  alcohol  plant  returns  net 
of  costs)  would  have  been  $.07  per  gallon 
of  alcol.ol  higher.    Although  that  is  an 


^rovement,  it  is  obviously  fir  fr0a  being 
sufficient  to  result  in  an  economically 
feasible  plant.  7 

On  balance,  it  is  doubtful  that  our 
returns  estimates  0ro  too  low  for  1981  or 
for  ths  present  time.    In  fact,  it  could  be 
argued  in  some  instances  thr.t  the  returns 
estimates  are  too  optimistic,    it  may  be 
very  difficult  at  present,  for  exumpic,  to 
convince  farmers  in  the  vicinity  of  an 
alcohol  plant  to  make  tractor  conversions 
to  utilize  hydrous  alcohol.    It  may  nleo  be 
auricult  in  some  instancos  to  got  farmers 
to  utilize  the  semi-wet  DWG  byproduct 
without  more  of  a  price  discount  than  is 
suggested  by  our  figures. 


cost  considerations 


Our  companion  publication  (Hoffman  and 
Dobbs)  on  alcohol  production  costs  contains 
a  wide  range  of  per  gallon  cost  estimates. 
Costs  from  the  low  end  of  that  ranKc  ar0 
icflected  in  column  5  of  Table  6.  That 
column  reflects  costs  when  corn  is  priced 
at  $2.00  per  bushel,  compared  to  $2.50  Dcr 
bushel  in  the  baseline  cost  an.i1ysiK  c.wcJ° 
We  can  see,  however,  that  even  these  cost 
estimates  do  not  result  in  an  economically 
feasible  plant.  7 

Westby  and  Cibbons  (i982  and  1983) 
have  carried  out  various  experiments 
regarding  plant  desigu  and  operation  to 
detrrmine  if  costs  might  be  reduced, 
examining  such  measures  as  recycling  ot 
stillage  supernatant,  using  continuous 
cascade  rather  than  batch  fermentation,  and 
varying  mash  starch  concentration.    Some  of 
.>ese  modifications  appear  to  hold  promise 
for  reducing  costs  of  production.  Cibbons 
and  westby  (1983)  report  that  one  of  these 
measures— increasing  the  starch  concen- 
tration—could reduce  costs  by  approxi- 
mately $0.40  per  gallon  of  alcohol. 

If  some  of  these  changes  in  combina- 
tion could  reduce  costs  by  $.50-. 60  per 
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gallon  below  those  shown  in  our  bass 11ns 
esse  (column  3  of  Tsble  6) ,  one  night  hsvs 
costs  net  of  byproduct  credits  se  low  ss 
roughly  $1.20-1.30  per  gsllon  In  sons 
instances.    Such  costs  ere  not  very  likely 
at  the  present  tine  for  small-scale  plants. 
However,  if  achieved,  they  would  bring  such 
plants  much  closet  to  economic  faaaibility 
than  is  indicated  by  the  dsts  in  Tsble  6. 
Even  at  coets  of  $1.20-1.30  per  gsllon, 
returns  on  alcohol  would  need  to  be  higher 
than  have  been  estimated  in  our  farta  fuel 
utilization  analysis    for  an  alcohol  plent 
to  operate  profitnbly. 

Another  factor  that  could  reduce  costs 
from  an  individual  investor  atandpoi  r  is 
the  existence  of  investment  tax  crcJitd. 
In  addition  to  the  permanent  business 
investment  tax  credit  of  10X,  fuel  alcohol 
plant  investors  are  eligible  under  certain 
circumstances  for  a  10Z  energy  investment 
tax  credit  ft.S.  National  Alcohol  Fuels 
Commission).    If  one  applies  the  full  20% 
credit  to  our  capital  cost  figures  (in 
Hoffman  and  Dobbs)  ,  a  reduction  of 
roughly  $.04  per  gallon  is  obtained.  This 
ie  hardly  sufficient  to  tip  the  feesibility 
balance,  given  the  estimates  of  costs  and 
returns  presented  in  this  report. 

Some  advances  in  technology  end 
methoda  could  result  in  lower  per  gsllon 
costs  thsn  thoie  figured  in  our  b.iseline 
case.    Change*  in  other  aesumptious  could 
push  costs  higher,  however.    For  instance, 
e  15%  interest  rate  was  used  to  amortize 
capital  costs  in  tho  baseline  case.  Host 
private  inveitore  would  demand  a  much 
higher  return  than  1SX  on  money  Invested  in 
risky  new  venture*  such  .»i  fuel  alcohol 
production.    A  doubling  of  tha  interest 
rste  (to  30%)  used  in  amortising  capital 


adds  $.20  par  gallon  to  costs.  Other 
chsnges  in  sssumptions  (e.g.,  lower  yields 
of  alcohol)  could  further  edd  to  per  unit 
costs. 

Costs  of  production  for  small-scale 
alcohol  plants  may  corns  down  over  time.  At 
present,  though,  our  baseline  cost  esti- 
&,tea  eppesr  reasonable. 


Final  observationa 

The  analysis  presented  in  this  report 
indicates  that  small-scale  fuel  elcohol 
plants  are  not  likely  to  be  economically 
feasible  at  the  present  time.    Only  under  n 
combination  of  rather  optimistic  assump- 
tions, given  recent  and  currant  techno- 
logies end  price  relatlonehips,  do  in- 
vestments in  small-scale  plants  apponr  to 
hsve  much  chance  of  paying  off. 

Continued  improvements  in  technologist 
for  producing  and  using  fuel  alcohol  could 
improve  the  economic  prospects.  The 
ability  to  efficiently  produce  enhydrous 
alcohol  in  small-scale  plants,  for  example, 
could  improve  the  marketability  and  econo- 
mic value  of  the  fuel  product.  Ukewiae, 
future  sharp  increases  in  the  costs  of 
gssoline  and  diusel  *!uel  would  increese  the 
value  of  fuel  elcohol  ss  e  substitute  or 
extender,  thereby  enhancing  the  economic 
fesslblllty  of  alcohol  plants. 

It  is  slso  possible  that  certnin 
feedstocks  other  than  com  might  result  in 
lower  costs  per  gsllon  of  alcohol.  Current 
research  at  South  Dakota  State  University 
ie  now  focusing  on  some  of  the  slte^ixative 
feedstock  possibilitiee. 
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ANNEX 

Metric  Mcssurcnant  Conversions 

Contained  here  are  certain  conversions  of  English  to  metric  aessureaent 
unite.  These  converalona  will  ba  of  use  to  individuals  wishing  to  determine 
and  state  inputs,  outputs,  or  costs  found  In  this  rsport  in  metric  units. 


Symbol 


When  You  Know 


Multiply  By 


TO  Find 


Symbol 


MASS  (WCT) 


g 

kg 

t 


ounces 
pounds 
short  tons 
(2,000  lb) 
long  tons 
(2,240  lb) 
graaa 
kllograaa 
tonnes 
(1,000  kg) 
tonnes 
(1,000  kg) 


28.0 
0.45 
0.9 

1.01 

0.035 

2.2 

1.1 

0.98 


graaa 

kllograaa 
tonnes 


ounce 
pounds 
short  tons 

long  tons 


8 

kg 

t 


tsp 
tbsp 
fl  oz 

c 

pt 
qt 

gal 

yd3 
ml 
1 
1 


teaspoona 

tablespoons 

fluid  ounces 

cups 

pints 

quarts 

gallons  (U.S.) 
gallons  (lap) 
cubic  feet 
cubic  yard a 
alllllltera 
liters 
liters 
liters 
liters 
cubic  meters 
cubic  aeters 


5.0 

15.0 

30.0 
0.24 
0.47 
0.95 
3.8 
4.5 
0.028 
0.76 
0.03 
2.1 
1.06 
0.26 
0.22 

35.0 
1.3 


milliliters 

milliliters 

milliliters 

liters 

liters 

liters 

liters 

liters 

cubic  aatere 
cubic  meters 
fluid  ounces 
pint* 
quarts 

gallons  (U.S.) 
gsllons  (lap) 

cubic  feet 
cubic  yards 


ml 
ml 

ml 

1 

1 

1 

1 

*  ■ 

fl  ox 
Pt 

qt 

gai  (U.S.) 
gal  (Imp) 
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Rural  Underomve lopmnti    Unemployment  and 
Underemployment  in$«rthQ*«t? 

One  way  of  gauging  the  extant  of  development  In  an  economy  Is  through  an 
examination  of  employment  patterns.  Significant  unemployment  or  underemployment 
may  Indicate  .underdevelopment  In  a  rural  economy.  In  South  Dakota  as  a  whole,  y 
outright  .unemployment  Is  normally  low.  In  comparison  to  many  other  state-  and 
nations.  Underewplovwent  is  a  significant  problem,  however.  This  underemploy- 
ment is  often  associated  with  Inadequate  purchasing  power.  I 

This  paper  was   prepared  to  provide  background   for  groups  concerned  with  ^ 
rural    development  In   Stuth  Dakota.    It  contains  an  attempt  to  provide  under-  < 
standing  about  the  nature  and  ex+ent  of  South  Dakota1*  unemployment  and  under- 
employment problems.     This  attempt  consists  of   the  following  components;  (1) 
describing  what    Is  meant  by  unemployment  and   underemployment;  (2)  examining  v 
where   and  among  what  groups  unemployment  end  underemployment  are  found  In  South  ) 
Dakota;    and    (3)   exploring   the  causes  of    unemployment  end  underemployment  In 
South   Dakota.     Much  of  the  Information  contained   In  this  ptper  was  drawn  from 
reports  of  the  South  Dakota  Detriment  of  Labor.  ? 

A.    Soma  basic  conei>pt«  and  6mf  lnltlon« 

U.S.  lininpiovBfM-  reached  9.7%  In  1982— the  highest  rate  since  1941 .  The 
rate  stood  at  9.6$  In  1983,  and  had  dropped  to  eround  8*  by  the  early  months  of 
1984,  as  recovery  from  the  recent  recession  continued.  South  Dakota's  unemploy- 
ment rate  has  traditionally  been  both  lower  and  less  volatile  than  the  U.S. 
rate.  Because  of  the  small  size  of  the  State's  manufacturing  sector,  we  have 
not  been  as  closely  tied  to  U.S.  business  cycles  as  have  many  other  states. 
Moreover,  rather  than  face  long  term  unemployment  or  underemployment  prospects, 
many  persons  have  left  South  Dakota  over  the  years—sometimes  later  showing  up 
In  other  states'   unemployment  statistics.   Nevertheless,   wltn  South  Dakota's 
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Increased  integration  Into  national  manufacturing  and  other  non-egrlcultural 
sectors  «.jring  the  1970's,  we  have  seen"  scmewhat  higher  unemployment  rates  In 
the  State  during  the  most  recent  recession.  The  unemployment  rate  In  South 
Dakota  reached  5.5*  In  1982  and  5.4*  In.  1983.  If  economic  recovery  continues, 
the  rate  should  be  lower  for  the  year  1984.  We  can  see  In  Table  I  that  the  un- 
employment rates  for  both  South  Dakota  and  the  Nation  have  been  quite  high  the 
past  few  years,  relative  to  the  1970's  decade. 

Unemployment  rates  do  not  tell  the  whole  story,  however.  Participation  In 
the  work  force  has  been  steadily  Increasing,  making  It" more  difficult  for  the 
economy  to  provide  Jobs  for  all  *ho  want  them.  The  |970's  saw  a  substantial  in- 
crease In  the  filYHIfln  later,  IfiCfifl  partlCt|?ptlon  rate—the  proportion  of  the  to- 
tal civilian  population  which  was  working  or  seeking  work.  This  rate  Increased 
between  1970  and  I960  from  60.^  to  63.81  on  the  national  level  and  from  56.2* 
to  61.6*  In  South  Dakota.  HvJ>  of  the  Increase  was  due  to  greater  participation 
of  women  In  the  work  force.  In  South  Dakota,  the  number  of  women  In  the  labor 
force  Increased  by  47*  during  the  1970's,  while  the  Increase  for  men  was  only 
14*.  This  represented  an  Increase  In  the  female  labor  force  participation  rate 
from  38*  In  1970  to  49*  In  i960  and  a  male  labor  force  participation  rate  that 
remained  approximately  unchanged  at  75*. 

To  better  understand  the  meaning  of  these  statistics,  let  us  pause  to  re- 
late the  concepts  Of  flnaloyment,.  labor  for™  n«rt?rlp,i+l„n.  unemployment 
People  are  condsldored  by  the  U.S.  Deportment  of  Labor  to  by  ujianpiflxfld  If  they 
are  available  and  actively  looking  for  work,  but  do  not  have  a  job.  Persons  are 
considered  employed  If  they  are  doing  any  work  at  all  for  pay  or  profit;  this 
Includes  all  part-time  and  temporary  work,  as  well  as  certain  unpaid  family 
workers  In  family- operated  businesses.    Building  on  these  definitions,  persons 
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Teble  1.    U.S.  and  South  Dakota  Unemployment  Rata* 


Unwrap  I  oviMin+  as  <  of  Clvfllan  Work  Force 
Yaar  Unltad  Sta'as  South  Oakota 


1970 

4.9 

* 

1971 

5.9 

» 

1972 

5.6 

2.8 

1973 

4.9 

2.6 

1974 

5.6 

2.7 

1975 

8.5 

3.7 

1976 

7.7 

3.5 

1977 

7.1 

3.2 

1978 

6.1 

3.1 

1979 

5.8 

3.5 

1980 

7.1 

4.9 

198! 

7.6 

5.1 

1982 

9.7 

5.5 

1983 

9.6 

5.4 

Sources:  Economic  Report  of  the  President.  1984?  end  reports  of  the  South 
Oakota  Department  of  Labor. 

•Conflicting  date. 
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W °r "A  *n<*  those  unemployftd  combine  to  form  the  total  labor  isnsa. .  Persons 
not  actively  seeking  work  are  considered  not  In  the  labor  force,  raiher  than 
unemployed. 

As  already  noted,  unemployment  rotes  have  started  to  decl In©  from  their 
recession-Induced  h^hs  of  1982  and  1983.  However,  sane  analysts  feel  that  the 
declines  overstate  the  degree  of  economic  Improvement.  They  note  the  "dis- 
couraged worker  effect".  So-called  "discoursed  workers"  are  those  who  want 
employment  but  temporarily  or  permanently  give  up  the  search  for  work.  At  that 
point,  they  are  no  longer  In  the  work  force  and,  hence,'  are  not  considered  un- 
employed In  official  statistics.  Because  of  structural  changes  taking  place  In 
«*ny  of  this  nation's  basic  Industries,  many  workers  laid  off  during  the  reces- 
sion will  never  be  able  to  return  to  their  old  jobs.  If  they  are  middle-aged  or 
beyond,  retraining  end/or  relocation  to  find  permanent  new  employment  may  be  ex- 
tremely difficult,  some  of  these  people  have  become  "discouraged  workers".  One 
report  Indicates  thav  there  are  1 .5  mil  I  Ion  people  In  the  U.S.  who,  out  of 
frustration,  have  given  up  looking  for  Jobs. 

Another  shortcoming  of  unemployment  statistics  Is  that  ihey  do  not  account 
for  untfirfflfflflymftnt.  Underemployment  exists  when  persons  are  employed  In  posi- 
tions which  do  not  fully  utilize  their  skills,  tralnln;,  or  e~cr|Gnce  jqc  when 
persons  are  employed  In  part-time  positions  because  they  c,J,iot  «nd  *  ...-time 
Job.  They  are  considered  "employed"  In  official  statist  cs,  even  though  their 
time  or  ski  I  Is  are  underutl I Ized.  There  are  presently  no  official  government 
statistics  available  on  the  extent  of  current  underemployment  In  the  United 
States  or  in  South  Dakota. 

Individual  researchers  have  sometimes  measured  underemployment  using 
various  formulae.  Underemployment  In  one  study  was  measured  by  the  number  of 
persons   who  worked  less  than  40  weeks  per   year  divided  by  the  total  persons  In 
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the  labor  force  who  worked  at  all  during  the  year,  with  the  result  expressed  as 
a  percentage.  By  this  measure,  28$  of  U.S.  workers  and  32$  of  South  Dakota 
workers  were  underemployed  In  1969. 

Another,  more  coop! ex  Measure  of  underemployment  Sv.'  *>ss  been  used  In  a 
couple  of  studies  Is  referred  to  as  the  "economic  utilization  Index"".  This  In- 
dex Is  the  ratio  of  a  group's  actual  median  Income  to  Its  "warranted"  earning 
capacity.  In  computation  of  this  Index,  the  warranted  earning  capacity  Is  an 
expected  Income  measure  for  a  population  with  given  characteristics  In  a  local 
area  compared  with  a  national  level  population  group  with  the  same  age,  educa- 
tion, work  experience,  and  other  characteristics.  The  measured  economic 
utilization  Index  for  South  Dakota  was  94$  In  1970,  Indicating  that  workers  were 
earning  less  ttirn  their  "capacity",  by  national  norms. 

Before  going  on  to  examine  the  specifics  of  unemployment  and  underemploy- 
ment problems  In  South  Dakota,  a  brief  overview  of  the  State's  labor  force  is  In 
order.  This  overview  Is  provided  In  Table  2.  We  can  see  that  the  State's  labor 
force  has  grown  „y  neat  ly  84,00D  persons  since  1970  (338,000  In  1984  compared  to 
254,245  In  1970).  Roughly  two-thirds  of  the  labor  force  growth  during  this 
period  was  made  up  of  women.  This  Is  dt  to  substantial  Increases  In  the  labor 
force  participation  rates  of  both  white  and  non~whl1e  women  In  the  State. 

Labor  force  participation  rates  are  hlghost  among  white  males  C 79.9$ ) . 
Nonwhlte  males  (59.8$),  white  females  (54.7$),  and  nonwhlte  females  (43.9$)  fol- 
low. In  that  order.  Khlte  males  thus  constitute  slightly  more  than  one-half 
(55$)  of  the  South  Dakota  labor  force.  Nonwhlte  males  and  females,  combined, 
constitute  5.3$  of  the  labor  force,  although  they  make  up  6.7$  of  the  adult  (16 
years  and  older)  population.  Host  persons  In  the  nonwhlte  category  In  South 
Dakota  are  Native  Americans.  Native  Americans  constituted  6.5$  of  South 
Dakota's  I960  total  population  of  690,768. 
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Table  2.    Composition  of  the  South  Dakota  Labor  Force 

 im    USMf  

No,  In  Labor  Force  No*  In  Labor  Force 
Population              Popula-   Labor    Pactlclpa-  Popula-   Labor    Part  Id  pa- 
Groups                    tlon       Force     tlon  tlon       Force  tlon 

(16  Yrs  and  Older) 

Ai  I  Persons  i52AQ2Q„25iA2«-.-M^..„..512.Z56..«fi*QQQ....ZS*al 

White  Males  212,368  161,092  75.CS  232,837  185,954  79.9* 

White  Females  221,711  85,197  38.4*  245,350  134,256  54.7* 

Nonwhlte  Males  8,709  4,860  55.8*  16,493  9,871  59.8* 

Nonwh I te  Females  9,302  3,136  33.7*  18,056  6,919  43.9* 


Source;  South  Dakota  Annual  Planning  R«nort  No.  13.  June  1983,  by  South 
Dakota  Department  of  Labor* 

•Estimated. 
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6.  Th»  demography  and  geography  ftf  unm lploymant  anrt  undartmploymant  In  South 
pakota 

There  are  several  ways  to  look  at  unemployment  and  underemployment  to  un- 
derstand where  and  among  whom  ttoe  problem  Is  most  severe  In  South  Dakota.  The 
ways  we  will  look  at  the  problem  here  are  by  geography,  race,  sex,  and  age. 

Geographically,  statistics  Indicate  that  five  South  Dakota  counties  *ad  un- 
employment rates  greater  than  10*  In  1982,  compared  to  the  statewide  average 
that  year  of  5,5%,  Those  counties  were  Buffalo  (19.1*),  Corson  (12. 2*),  Dewey 
(Mi),  Todd  (13.9*),  and  Shannon  (15. 6*).  All  five  have  substantial  Native 
American  populations  residing  In  them.  Counties  encompassing  the  Standing  Rock, 
Cheyenne  River,  Pine  Ridge,  and  Rosebud  Reservations  had  an  average  unemployment 
rate  of  11.3*  In  1982.  In  those  same  counties,  36*  of  the  persons  working  were 
employed  only  part-time  (less  than  40  weeks  per  year)  In  1969,  compared  to  32* 
for  all  of  South  Dakota.  On  the  other  hand,  the  "economic  utilization  Index  of 
underemployment  for  tfcose  counties  was  93*,  quite  close  to  the  statewide  average 
of  94*.  What  this  says  Is  that  the  Incomes  of  labor  force  groups  In  those  coun- 
ties Is  roughly  equivalent  to  groups  In  other  South  Dakota  counties  with  similar 
age,  educational  attainment,  work  experience,  employment  status,  labor  force 
status,  and  occupational  structures.  However,  as  previously  Indicated,  a 
measured  Index  of  less  than  100*  Implies  that  workers  in  South  Dakota  as  a  whole 
made  less  than  their  "earning  capacity"  In  1970. 

Statistics  categorized  by  race  provide  further  detail  for  the  picture  Just 
drawn.  Of  Native  Americans  In  the  South  Dakota  labor  force  In  1980,  20*  were  un- 
employed, compared  to  4*  for  white  persons.  The  unemployment  rate  for  nonwhlte 
mates  Is  expected  to  be  more  than  40*  In  1984  (Table  3).  In  other  words,  of 
16,493  nonwhlte  adult  males,  9,871  of  whom  are  available  for  and  seeking  work 
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TaWa  3.   Expactad*  1984  ilnaaployaant  Rates  In  South  Dakota:   by  Raea,  Aga, 


Total  Unemployed 
<16  Yrs  and  Older) 

Unemployed 

Ra+a  of  Unewn  1  nvn*nt 

AM  Persons 

18,000 

5.3* 

tfhftt  Haiti 
16-17 
18-19 
20-24 
25-34 
"3-44 
45-64 

65  Yrs  &  Over 

6,802 
974 
701 

1,724 

1,692 
575 

1,010 
126 

3.7* 
15.5 
9.9 
7.3 
3.3 
1.7 
1.9 
1.2 

White  Femalfts 
16-17 
18-19 
20-24 
25-34 

J?— 44 

45-64 

65  Yrs  &  Over 

5,750 
918 
682 
1,347 
1,268 
748 
709 
78 

4.3* 
16.9 
11.3 

7.0 

3.4 

2.8 

2.1 

1.3 

Nonwhlte  HbI»s 
16-17 
18-19 
20-24 
25-34 
35-44 
45-64 

65  Yrs  &  Over 

4,079 
131 
263 
957 

1,769 

R  OA 

338 
32 

41.3* 

28.3 

33.3 

51.8 

50.9 

35.9 

21.8 

29.9 

Nonwhlte  F«nal«« 
16-17 
18-19 
20-24 
25-34 
35-44 
45-64 

65  Yrs  &  Over 

1,369 
175 
166 
384 
237 
196 
208 
3 

17.3* 
33.6 
17.6 
29.4 
11.2 
13.0 
10.9 
2.3 

Source:  South  Dakota  Annual  FlannTng  p»ftQr+  Mo.  it  juna  1983,  by  South 
Dakota  Department  of  Labor. 


•Rates  estimated  In  advance  of  1964. 
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(TabU  2),«4,079  are  expected  to  ba  unemployed  during  ?984.  Furthermore,  If  the 
nonwhlta   mala  labor  force  participation'  rata    (presently  59,8Jf)  were  as  high  as 


labor  force.  If  we  add  those  3,307  nonworklng  men  to  the  4,079  unemployed  non- 
white  men,  the  total  Is  7,306— nearly  one-half  of  the  adult  nonwhlte  male 
population  In  South  Dakota.  This  constitutes  a  major  employment  problem  for  the 
nonwhlte,  prlma-Ily  Native  American,  population  In  South  Dakotal 

Lower  labor  force  participation  rates  for  women  than  for  men  have  already 
been  noted  (Table  2).  However,  female  labor  force  participation  rates  have 
gained  subs*  «vNel  ly  on  the  rates  for  males  over  the  past  10  to  15  years.  Women 
have  Joined  the  labor  force  In  Increased  numbers  for  many  reasons.  Financial 
necessity  Is  obvious!/  one  of  the  reasons.  Double-digit  Inflation  In  the  1970's 
induced  many  wcmen  to  work  In  order  to  help  maintain  or  Improve  their  family 
living  standards.  Higher  divorce  rates  have  resulted  In  more  female  headed 
families.  Moreover,  as  large  numbers  of  people  born  In  the  baby  bocm  1950's  en- 
tered the  work  force,  competition  for  Jobs  held  wages  down,  causing  more  young 
families  to  rely  on  two  Incomes.  In  addition  to  these  and  other  financial 
reasons,  many  women  began  In  the  lat«  1960's  and  the  1970,s  to  seek  employment 
for  reasons  of  personal  f ul f 1 1 Imcnt  and  economic  Independence.  The  result  has 
been  a  substantial ly  expanded  female  labu*  force  In  South  Dakota. 

Although  there  Is  still  a  smaller  proportion  of  women  than  there  Is  of  men 
I  .  the  South  Dakota  labor  force,  unemployment  rfltflS  for  women  show  a  mixed  pic- 
ture. Overall  unemployment  rates  for  the  tvo  groups  were  quite  slml  lar  In 
1980— 5.1  %  for  men  and  4,6JE  for  women.  In  1984,  they  are  expected  to  be  about 
3.7*  for  white  men  and  4.3JE  for  white  *omen  (Table  3).  For  nonwhltes,  however, 
the  unemployment  rates  are  substantial  ly  lower  for  women  than  for  men.  They 
were  23. 4*  for  Native  American  men  and  16.6*  for  Native  American  women  In  1980. 


the   rate  for  white  males  (79.9*),  another  3,307  nonwhlte  males  would  be  In  the 
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In  1984,  they  are  expected  to  be  41 .3*  and  17.3*  for  nonwhlte  men  and  women, 
respectively.  what  these  statistics  tell  us  Is  that  fewer  nonwhlte  wanen  than 
nonwhlte  men  are  unsuccessfully  seeking  work.  However,  1 f  we  combine  labor 
forco  participation  and  unemployment  Information,  we  see  that  roughly  the  same 
proportion  of  r-nwhlte  adult  men  as  women  are  actually  employed-around  35*. 

Unemployment  rates  by  age  group  are  also  sbDwn  In  Table  3.  We  can  see  that 
expected  1964  unemployment  rates  are  higher  In  all  nonwhlte  age-sex  categories 
than  In  the  corresponding  white  categories.  Unemployment  rates  are  particularly 
high  among  nonwhlte  men  In  their  twenties  and  thirties. 

Having  vlewel  the  extent  of  unemployment  and  underemployment  In  South 
Dakota,  we  turn  In  tie  next  section  to  cause?. 

C-    gQVSes  of  unemployment  and  unrfflremDloymfln+ 

South  Dakota's  unemployment  and  underemployment  problems  result  fron  both 
Inadequate  economic  opportunities  and,  In  sane  cases.  Inadequate  skills  and 
training.  Employment  oppc  tunltles  depend  very  much  on  the  structure  of  a 
state's  economy.    Let  us  therefore  look  at  that  structure  In  South  Dakota. 

South  Dakota  Is  much  more  dependent  on  agriculture  than  are  many  other 
states.  Earnings  received  directly  from  farming  and  renrhlng  constitute  15-20* 
of  total  earnings  In  South  Dakota,  and  a  significant  additional  portion  comes 
Indirectly  from  agriculture  through  agri-business  firms  and  other  retail 
businesses  selling  to  rarm  and  ranch  families.  Approximately  13*  of  the  State's 
employment  Is  In  farming  and  ranching.  In  contrast  to  the  Nation's  economy,  |n 
which  more  than  20*  of  the  work  force  was  employed  In  manufacturing  In  i960, 
only  around  10*  of  South  Dakota's  employment  was  In  that  sector.  Thus,  we  have 
long  had  fewer  Industrial  employment  opportunities  and  been  more  dependent  on 
agriculture  than  many  other  states. 
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This  heavy  agricultural  dependence  has  contributed  greatly  to  the  limited 
and  low-wage  onployment  opportunities.  Farm  numbers  In  the  State  have  declined 
continuously  Since  the  ml d-1 930' s— from  83,303  In  1935  to  37,147  In  1982.  Farm 
and  ranch  employment  made  up  45?  of  the. State's  employment  In  1940,  but  makes  up 
less  than  15?  at  present.  The  farm  and  employment  number  declines  represent  a 
major  exodus  of  people  over  the  past  50  years.  Kith  very  limited  off-farm 
employmeni  opportunities  If  South  Dakota  until  the  1970's,  people  flowed  to 
cities  In  other  states.  Thus,  the  large  .sjipjLLy.  of  labor— coming  from  South 
Dakota  farms  and  ranches — coupled  with  limited  local  demand  for  that  labor  Ie1 
to  relatlvley  low  wages. 

Off-farm  employment  opportunities  did  Improve  during  the  I970's  In  South 
Dakota.  Industrial  firms  were  drawn  to  South  Dakota  by  several  factors—  In- 
cluding low  wages  and  *orkman's  compensation  costs,  Improved  Interstate  highway 
transportation,  and  low  taxes.  Between  1965  and  1979  (Just  prior  to  the 
economic  recession  of  the  early  1980's),  non-agricultural  wage  and  salary 
employment  In  South  Dakota  rose  by  55?.  Three  sectors  accounted  for  more  than 
two-thirds  of  the  non-agricultural  employment  growth  during  this  period.  In  or- 
der of  Importance,  they  were  the  following:  (1)  wholesale  and  retail  trade;  (2) 
services;  and  (3)  manufacturing  (Including  processing). 

There  were  about  310,000  persons  employed  In  South  Dakota  In  1982,  of  which 
approximately  40,000  were  In  farm  and  ranch  employment,  230,000  were  In  non- 
agricultural  wage  and  salary  employment,  and  the  remainder  were  self-employed  or 
In  other  ml  sol laneous  categories.  Wholesale  and  retail  trade  made  up  27?  and 
services  made  up  23?  of  the  non-agricultural  wage  and  salary  employment  (Table 
4).  Both  of  these  have  traditionally  been  relatively  low-wage  sectors. 
Manufacturing  experienced  major  growth  In  South  Dakota  during  the  1965-79 
period,  but  was  only  11?  of  non-agricultural  and  salary  employment  In  ]982. 
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Tabl«  4. 


Non- Agriculture  tfage  and  Salary  Employment  In  South  Dakota 


Y«ar 


&,P,°ir"»nt  Percent  of  Total      Percent  of  Total 


nan uro ciur I ng 

1SL3. 

Durable  Goods 
Non-Ourabla  Goods 

2.5 
6.2 

5.3 
5.6 

Non-Manufacturing 

flSLi 

Mining 

Contract  Construction 
Transportation  and 

Public  Utilities 
Wholesale  and  Retail  Trade 
Finance,  Insurance,  and 

Real  Estate 
Services 
Government 

1.6 
5.6 

6.5 
26.7 

4.5 
16.3 
30.2 

1.0 
3.4 

5.4 

26.9 

5.1 
22.7 
24.6 

Total  Non-Ag  Wage  and  Salary 
Employment 

100.0^ 

100.0$ 

ved  from  data  In  reports  of  the  South  Dakota  Department  of  Labor. 
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Except  for  meat  processing,  South  Oakota»s  manufacturing  sector  Is  I  erg ley 
non-unionized.  Though  South  Dakota  manufacturing  wages  tend  to  be  much  lower 
than  In  the  eastern  U.S.  and  the  Industrialized  Upper  Midwest,  they  are 
frequently  higher  than  In  other  available  sources  of  South  Dakota  emp.oymont. 
Consequently,  outmlgratlon  from  South  Dakota  slowed  during  the  1970!s  In  part 
because  of  newly  available  manufacturing  employment  opportunities.  Recent 
growth  In  financial  services  employment  (part  of  the  finance,  Insurance,  and 
real  estate  sector  In  Table  5)  has  also  permitted  more  people  to  remain  within 
the  State. 

In  attempts  to  achieve  acceptable  family  Income  levels,  many  families  com- 
bine farm  and  off-farm  Income.  Off-farm  Income  represented  25-30*  of  net  Income 
earned  by  South  Dakota  farm  families  In  the  late  1970's.  Many  fann  wives  took 
Jobs  In  the  State's  expanding  manufacturing  sector  during  the  1970's,  Some 
small,  part-time  farms,  of  course,  are  not  the  prime  scurce  of  current  income  at 
ail;  rather  they  provide  a  rural  residence,  livestock  activities  for  Udron, 
and  an  opportunity  for  the  family  to  build  equity  In  land. 

Not  specifically  mentioned  thus  far  are  the  severe  Impacts  declining  farm 
numbers  have  had  on  small  towns  In  South  Dakota.  Many  South  Dakota  towns  have 
historically   depended   on    the    trade    of    farm    families    for    their  economic 

livelihood.  As  farm  numbers  have  declined,  smtli  businesses  have  suffered  and 
many  have  ceased  to  exist.    Consequently,  except  where  replacement  manufacturing 

Industries    have  emerged,  employment  opportunities  In  South  Dakota's  small  towns 

havo  been  meager. 

Employment  opportunities,  or  daoflBds  for  labor,  are  one  side  of  the  equa- 
tion. The  other  side,  which  now  needs  to  be  discussed,  Is  the  quality  of  labor 
p.npHes  In  South  Dakota.  South  Dakotans  have  a  well-deserved 
•*wI1  llngnoss-to-work»  reputation.    But,  are  some  of  the  unemployment  and 
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Table  5. 


SSlSySJS^liSSf??"1"1  AV6:afle  Mo"*-'«ltural  *—  Salary 


Total 

Mining 

Construction 

Manufacturing 

Durable  Goods 
Fabricated  Metals  &  Machinery 

Nondurable  Goods 
Food  &  Kindred  Products 
Paper,  Printing  &  Publ Ishlng 

Transportation  and  Publ lc  Utl 1 1 tt?s 
Transportation 

Communication  &  Public  Utilities 

Wholesale  and  Retail  Trade 
Wholesale  Trade 

Durable  Goods 

Nondurable  Goods 
Retail  Trad* 


F' nance,  Insurance  and  Real  Estate 
Services 

Hotels,  Amuse.,  Pars.  &  Business 
Medical  and  Health 
Educational,  Membership  &  Social 

6c  <ernment 
Federal 
State 

Slot©  Education 
Local 
Local  Education 


1985 

J  Qft? 

•  SI  WWII  | 

Chang 

l,C00) 

(1,000) 

233.0 

230.2 

1.2 

2.6 

2.3 

ft  A 

8.2 

t  7 

25.7 

24.8 

3.6 

13.1 

12.2 

7.4 

8.3 

7.8 

6^4 

12.6 

12.5 

0.8 

7.7 

7.9 

-2.5 

2.6 

2.5 

4.0 

12.3 

12.5 

-1 .6 

6.9 

6.9 

0.0 

5.4 

5.6 

-3.6 

61.6 

-0.5 

16.2 

16  4 

-1 .3 

7.1 

7.4 

-4.1 

Q  1 

9.1 

0.0 

45.4 

-0.2 

12.4 

11.8 

5.1 

53.3 

52.0 

2.5 

14.0 

13.5 

3.7 

22.1 

21.6 

2.3 

14.3 

14.0 

2.1 

56.9 

56.6 

0.5 

10.2 

10.2 

0.0 

16.0 

15.8 

1.3 

7.5 

7.4 

1.4 

30.7 

30.7 

0.0 

17.2 

17.2 

0.0 

Source*    "South  Dakota  Labor  Bulletin  for  December  1983",  January  1984,  by  South 
Dakota  Deparhnent  of  Labor.  r 
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luw-wage  problems  perhaps  due  In  pert  to  lack  of  education,  skill  J,  or  other 
work-related  qualities? 

The  education  level  of  South  Dakota's  work  force  has  been  steadily  rising. 
More  thdn  three-fourths  of  the  employed  persons  In  South  Dakota  have  high  school 
diplomas  and  ever  Increasing  numbers  are  college  educated.  Many  of  those  suf- 
fering most  from  unemployment  have  low  education  levels,  however.  More  than  40J 
of  the  11,460  "economically  disadvantaged"  persons  who  registered  In  fiscal  year 
1982  with  *he  South  Dakota  Job  Service  did  Afi±  have  a  high  scfr*>l  diploma.  In 
today's  economy,  this  lack  of  formal  education  can  bo  a  severe  limitation  to 
employment  access. 

Lack  of  the  "right"  education  or  skills  can  also  be  a  problem,  though  the 
extent  of  this  problem  Is  difficult  to  know  and  document.  However,  It  seems 
clear  that  an  over  more  technically  sophisticated  economy  Is  going  to  require 
vocationally  and  college  educated  employees  who  are  well  grounded  In  the  scien- 
ces. Whether  our  youth  seek  employment  within  or  outside  the  State,  a  strong 
educational  base  Is  going  to  be  essential. 

Location  can  also  be  an  employment  handicap  for  seme  In  South  Dakota.  More 
than  half  of  the  11,460  economically  disadvantaged  Job  Service  applicants  men- 
tioned above  were  rural  residents.  Some  of  these  rural  areas,  particularly  In 
western  South  Dakota,  are  long  distances  from  towns  of  any  substantial  size. 
Commuting  to  Jobs  Is  Infeaslble  In  many  such  circumstances.  For  those  In- 
dividuals unable  to  move  because  of  economic,  family,  or  other  reasons,  Job  ac- 
cess Is  greatly  restricted. 

It  has  been  estimated  (by  the  South  Dakota  Department  of  Labor)  that  there 
are  perhaps  120,000  economically  disadvantaged  persons  In  South  Oekota.  Of 
these  persons,  nearly  70,000  are  In  the  potential  working  age  span  of  14  through 
64  years.  Many  persons  within  this  group  may  need  special  training  or  other 
employment  services.  These  70,000  constitute  about  16$  of  the  total  South 
Dakota  population  In  that  14-64  years  age  category.  Twenty-five  thousand  of 
these  economically  disadvantaged  persons  are  from  22  to  44  years  of  age.  It  Is 
vitally  Important  thar  people  In  this  age  span,  with  potentially  their  best 
working  years  yet  ahead  of  the,  not  be  economically  bypassed  for  lack  of  employ- 
ment skills  and  services. 
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T.  Dubb*'  Attachment  l) 


COOPERATIVE  EXTENSION  PftOCRAN  ON 
SMALL  TOWN*  ECONOMIC  DEVELOWIEOT  OPTIONS"* 


Purposes  • 

scs  ssr.*— of  ccononic  cre"ds  ana 
j^s&rrssr 8aln  per,peccive  °n  «°noaic  option* 

Thereby 

To  foster  income  and  employment  growth  in  rural  areas. 


'Contact  Person:    Thomas  L.  Dobbs 

Extension  Rural  Development  Economist 
Economics  Department,  Scobcy  Hall 
South  Dakota  State  University 
Brookings,  SD  57007 
Phone-  (605)688-4141 
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POSSIBLE  COMPONENTS  CK  PROGRAM  ON 
"SMALL  TOW  ECONOMIC  DEVEWPMEST  OPTIONS' 


1.  Current  state  oi  the  national  cconony  and  relevant  ag  and  non-ag  policies. 

2.  Trends  in  the  stale  and  local  cconony. 

y.    Economic  developnent  options: 

a.  Expansion  of  agricultural  production 

b.  Increased  agricultural  processing 

c.  Increased  narufacturing 

d.  Expansion  of  other  industries 
c.    Expansion  of  retail  trade 

f.    General  cocsaunity  improvement 

A.    Thfe  local  dcvelopncnt  process 

a.  Film  on  "What  Do  You  Want?" 

b.  Organizing  for  action 

c.  Possible  initiatives 

**Dcpending  on  content »  program  may  involve  both  Extension  Rural  Development 
Economist  (Thomas  Dobbs)  and  Extension  Agricultural  &  Public  Policy  Econtml-t 
(Maifc  Edelnan) . 


BBT  COPY  AVAILABLE  ., 


200 

Senator  Abdnor.  Thank  you,  I  appreciate  that.  Clarence  Skye. 

STATEMENT  OF  CLARENCE  W.  SKYE,  EXECUTIVE  DIRECTOR 
UNITED  SIOUX  TRIBES 

a£wS-^3  1  amTg-la?^t°  be  here  Se^r,  Honorable  Senator 
S  your  Joint  Economic  Committee,  and  ladies  and  gen- 

tlemen My  name  is  Clarence  Skye  and  I  am  the  executive  director 
QStSS!*' Sl^UX  ?#e,s  of  8011411  Dakota  which  ^  made  upof  11 
firt^f?/?1?  Dakota>  South  Dak°ta,  and  Nebraska.  One  of 

™JrffiJ*at  Indlfn  PS?pie  d0  not  receive  ^  a  check  every 
month.  That  is  a  real  myth.  I  am,  as  Ben  Reifel  used  to  say,  our 

^n?r??TM8?an  °Tf  -hu  StaieT°f  South  Dakota>  he  would  say  f 
am  part  Indian,  I  am  Insh,  and  I  am  also  German,  but  I  am  also 
part  Piorian  Indian  from  Oklahoma.  so 
The  Indians  through  the  years  had  to  get  organized  realiv  ore* 
mzed  in  order  to  be  able  to  cope  with  the  situatShaUhey  h?ve 
^^nn^f^f4,10^1"  3  V617  dePressed  area.  We  have  always  been 
without  to  a  lot  of  degrees,  but  we  have  been  able  to  function  It  is 

Sinn*01?114  to  th.at  we  have  had  to  work  to  be  able  to 

!tff~  618  a.nd  ranchers-  We  have  about  560  Indian  cattle- 
men and  farmers  out  m  our  areas  that  are  opposed  to  foreclosures 
by  banks  and  FmHA  and  PCA.  We  are  opposed to  tb  W  S 
that  there  can  be  something  done  other  than  coming  in  and  for* 
closing  and  taking  the  person's  livelihood. 
I  am  very  sympathetic  to  the  gentleman  and  the  neoole  that 

Dakoto  fuflh&  T^e  d°  have  3  dePressed  ecS^fisSS 
:  a  •  *hat.m  many  wavs  we  do  support  the  urban 

n?wQ  ?d.uCOmmunitie?  m  the  east  311(1  around  us,  that  South 
Dakota  is  the  heart  of  the  Nation. 

I  also  have  two  gentlemen  here  with  me,  Senator,  chairman  of 
,,n  ST  B"ile  fioux  Tribe  Mike  Jandreau,  Mike  will  you  stand 
cSled'Sp^l^p^  th?  ^project  in  South  Dakota^whicK 
SJr.i  i  Grass.Ro.Pe  Imgation  Project  which  really  has  done 
SKAfc  1°PnielWltl1  your  help  Senator  300  we  appreciate  that 

^Pnfnnl,113^  T^tf  SPf1"?8"  n3med  Ruben  McCbsky  who  has 

nZ°  ?  ^name  but  i?e.ls  luuian-  Ruben  is  from  Rosebud  We  also 
^TV!?*  m  ^uth  Dakota  for  the  development  of  our 
glther.  3n  g6neral  P°Pulace-  We  need  to  get  to- 

JSLS^a*0^  ^ether  to  reaHy  turn  the  economic  situation 
rwff  fmuk  w«  are  all  saying,  hey,  government  bail  us 
out,  but  I  think  the  Government  needs  to  bring  that  foreign 
market  to  us  so  that  we  can  deal  with  it  at  our  level.  There  needs 
to  be  much,  there  is  probably  too  much  Government  interference 
and  through  a  lot  of  activities  that  cause  us  problems  in  the 
market  on  the  reservations  and  in  the  whole  State 

I  have  talked  to  an  individual,  he  was  a  farmer  in  Aberdeen,  and 
asked  him  how  he  was  doing  and  he  said  he  was  having  a  tough 
time,  house  burned  down,  they  were  coming  in  to  foreclose,  a  lot  of 
^faiW?ue  ^PP6111^ ^  him-  *  think  it  is  important  that  wo  also 
SV^L  ?at  rVf6*1  to  get,the  bi8  city  Congressmen  and  the  big 
city  Senators  to  take  more  of  a  look  at  our  rural  economy,  because 
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in  reality  we  have  got  water,  we  had  the  land  base,  but  we  don't 
have  the  financial  resources  to  develop  it.  So  we  need  a  lot  of  out- 
side help. 

I  think  the  people  in  South  Dakota  are  great  people  and  good 
people,  and  I  think  if  we  turn  this  whole  thing  around  by  becoming 
face  to  face  with  each  other,  with  the  growing  concerns  that  are 
happening  around  this  country.  Senator,  thank  you  very  much  and 
I  want  to  give  you  the  rest  of  my  prepared  statement. 

[The  prepared  statement  of  Mr.  Skye  follows:] 
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Prepared  Statement  op  Clarence  W.  Skye 

ECONOMIC  OUTLOOK  FOR  SOUTH  DAKOTA 


This  statement  is  presented  on  behslf  of  the  Sioux  Tribes  by  Cisrence 
W.  Skye,  Executive  Director  of  United  Sioux  Tribes.    The  emphasis  ia  directed 
»t  the  immediate  depressed  sgriculture  situation  ss  it  rslstes  to  Indisn 
ranchers  and  the  long  tent  economic  problems  of  reservstiona. 

I  feel  particularly  qualified  to  comment  on  reservation  economies  be- 
cause of  our  involvement  with  the  sleeted  leaderahip  of  the  reservstiona 
and  constant  communication  with  tribal  chairmen.    In  addition,  for  the  paat 
18  month*,  we  have  been  actively  involved  in  explaining  the  Indian  Finance 
Act  to  Indian  groups  and  packaging  Individual  loan  applications.    It  Is  my 
hope  that  you  will  get  additional  testimony  from  tribal  leaders  on  the 
deplorable  reservation  conditions. 

There  is  no  doubt  that  reservation  economies  are  at  their  lowest  In 
several  decades  because  of  federal  cut  backs  in  various  programs  and  elimi- 
nation of  others.    Equally,  and  without  doubt,  Is  the  jeopardy  of  the  agri- 
culture base,  particularly  Indian  cattlemen,  which  are  the  principle  private 
sector  mainstay  of  the  reservation  economy. 

It  needs  to  be  emphasized  that  the  Indian  rancher  on  the  reservation 
is  confronted  with  all  of  the  problems  of  agriculture  plus  additional  problems 
unique  to  ranching  on  the  reservation,    it  needa  to  be  emphasized  *lso  that 
Indians  are  ranchers,  not  farmers,  and  as  a  result  have  not  benefited  from 
commodity  price  supports,  Payment  iu  Kind,  farm  storage  or  similsr  programs 
that  have  helped  many  farmers/ranchers  throughout  the  state.    Indian  ranchers 
are  further  handicapped  by  having  only  permit  or  leasehold  interests  in  their 
ranch  with  equity  limited  to  livestock  and  machinery.    Those  who  have  had 
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some  trust  lands  now  find  they  are  destined  to  loose  these  lands  by  fore- 
closure if  their  cattle  operation  can  not  be  sustained.    Compounding  the 
Indian  ranchers  problem  is  the  lack  of  credit  from  the  private  sector  due 
to  jurisdiction  issues  all  of  which  limit  the  ranchers  ability  to  modify, 
limit  or  restructure  his  operation. 

The  reservations  are  the  epitome  of  the  problems  of  rural  america 
compounded  by  the  fact  that  a  self  sustaining  tconomy  was  nev~  attained 
on  the  reservations.    The  "recovery"  we  hear  so  much  about  has  not  happened 
in  Indian  country  and  the  prospects  of  fostering  a  recovery  seem  even  more 
remote. 

Reservations  have  nothing  to  look  to  as  positive  indications  of  economic 
relief.    When  South  Dakota  brags  about  the  lowest  unemployment  in  the  nation, 
reservations,  in  South  Dakota,  expevience  10  times  the  national  unemployment 
rate.    Because  reservations  have  never  had  an  economic  base  they  are  particu- 
larly devastated  by  cut  backs  in  the  government  social  programs  of  housing, 
elderly  assistance,  job  opportunity  and  etc.    The  reservations  are  exper- 
iencing a  depression  unlike  anything  known  in  the  past  50  years  and  while 
the  President  talks  of  recovery  there  is  no  evidence  to  support  his  statement 
in  Indian  country. 

We  are  aware  that  we  have  significant  amounts  of  natural  resources, 
largely  undeveloped  through  no  fault  of  ours,  and  we  have  the  potential  of 
greatly  improving  our  econony  while  at  the  same  time  assisting  in  the  re- 
covery of  the  state  and  nation. 

RECOMMENDATIONS 

First,  let  us  try  to  save  the  one,  and  ae*t  generally  the  only,  Indian 
enterprise  on  the  reservation  by  providing  a  low  interest^loan  program  to 
see  them  through  these  tough  times.    A  well  structured  credit  program  could 
save  the  land,  machinery  and  cattle  of  Indian  operators  at  little  expense 
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to  the  taxpayer. 

Second;  «  conacientioua  effort  on  the  part  of  government  to  develop 
the  reservation  resources  for  the  benefit  of  Indian  people  end  in  turn 
benefiting  the  state  end  nation. 

In  the  past,  economic  development  attempts  have  been  mlagulded  efforta 
to  develop  email  business  or  services  on  the  reservstlona.    The  big  projects, 
like  the  Missouri  River  Dam£  were  built  for  the  government  by  the  govern— nt t 
to  a  major  extent  on  Indian  landa,  for  the  benefit  of  government.    Little  or 
no    economic  benefits  have  accrued  to  the  reservstions. 

The  tribes  have  land,  mineral a  and  water;  resources  envied  by  the  growing 
sun  belt  states.    The  chellenge  is  to  develop  these  resourcee  in  South  Dakota 
on  the  reservations  with  the  principle  benefits  of  investment  and  jobs  re- 
maining and  exporting  the  finished  product. 

A  recent  report  of  the  "Presidential  Commission  on  Indian  Reservation 
Economies"  went  into  great  detail  In  explaining  the  barriers  to  economic 
development  on  reservations.    It  also  tide  a  host  of  recommendations,  nearly 
all  of  which  require  legislative  action  tf  top  level  changes  In  government 
regulations  to  accomplish.    This  report,  like  so  many  before,  does  not  pro- 
vide for  imput  from  the  Tilbe^  or  a  course  of  action  to  bring  about  the 
recommei.dat  ion  8. 

We  feel  studies  and  reports  have  been  used  historically  to  Impede,  delay 
or  for  ever  deny  progress. 


I  am  very  happy  to  have  the  opportunity  to  address  the  joint  economic 
committee  and  hope  to  relate  to  you  In  a  few  words  the  seriousness  of  the 
depression  in  Indian  country. 

Without  dwelling  on  the  overall  economic  problems  of  the  reservations 
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and  tht  Indian  ptopla  in  thia  ahort  presentation  we  would  like  to  raquttt 
•pacific  and  emergency  action  to  ae?e  the  Indien  Agriculture  Induetry. 

It  it  our  belief  that  *  low  intereet  loan  program,  eubaidy  if  you 
wish,  be  created  to  aalvage  the  Indian  rancher  in  1985.    We  are  experiencing 
bankruptcies »  foreclosures  snd  liguidationa  «t  an  alarming  rate  and  indi- 
cations are  many  more  will  be  gone  in  1985. 

In  our  opinion  the  pro.ram  should  provide  loan  money  at  not  mora  than 
5X  intereet  and  be  flexible  to  include  refinancing  of  existing  loans,  buy 
down  on  principal  and  reetructuring  of  ranch  operatione. 

Over  the  pset  several  decades  the  government  has  encouraged  the  Indians 
to  use  their  sgriculture  resources,  develop  private  enterpriae  and  financed 
their  establishment  in  agriculture.    To  back  «way  and  let  sll  of  this  time 
and  money  go  to  waste  without  trying  to  aalvage  the  industry  is  incomprehensible. 
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Senator  Abdnok.  Thank  you,  Clarence,  we  will  certainly  make  it 
part  of  the  record.  We  appreciate  you  coming  all  the  way  down  for 
this.  It  will  be  very  helptul.  I  want  to  say  we  agree  with  you  on 
getting  the  message  to  those  city  Congressmen.  Sc  we  don't  lose 

81?  i*  *  *  • want  to  again  say  this  k  j"8*  the  start  of  a  year  and 
a  half  of  meetings  all  over  the  country,  but  more  specially  probablv 
in  Washington.  There  has  never  been  anything  like  this  carried  on 
before.  We  do  a  little  crying  back  home  about  the  big  city  Congress- 
men not  paying  any  attention  but  this  is  the  first  ume  the  attempt 
has  been  made  to  collect  some  hard  evidence  of  the  way  thines 
really  are.  J  6 

We  know  that  the  farmers  and  their  problems  is  the  biggest 
single  concern,  but  we  want  to  cover  the  whole  package  because 
they  keep  coming  at  us  with  these  city  programs  like  adding  a  cent 
to  the  gas  tax  and  taking  that  for  mass  transit  while  our  story 
never  really  gets  told. 

At  least  this  time  we  are  doing  it  in  a  committee  form  with  a 
bona  fide  transcript  of  the  record  which  we  have  never  had  before 
And  this  is  just  the  kick-off.  That  is  what  we  are  trving  to  do  here 
today,  we  are  having  a  full  fledge  agriculture  one  next  Wednesday. 
I  know  I  have  been  bearing  off  on  the  other  areas  of  the  economy, 
but  nothing  is  more  important  than  agriculture.  I  want  this  to 
show  m  the  first  hearing  of  this  mass  project  in  an  attempt  to  tell 
the  rest  of  the  country,  and  the  cities,  and  particularly  the  Mem- 
bers of  Congress  and  some  of  those  bureaucrats  that  administer 
these  programs  that  by  golly  they  better  take  a  look  at  rural  Amer- 
ica because  we  count  too. 

Mr.  Skye.  Thank  you,  Senator. 

Senator  Abdnok.  Has  Denny  Peterson  come  in  yet?  Tim  Giago,  is 
cf  iZJ •  LeonReiners  with  the  pork  producers,  I  think  he  is 
State  Chairman  of  the  South  Dakota  Pork  Council.  One  of  your 
home  town  fellows  and  we  are  happy  to  hear  from  him.  I  saw  him 
m  Washington  just  last  week. 

STATEMENT  OF  LEON  REINERS 

Mr.  Reiners.  Thank  you,  Senator  Abdnor,  for  giving  me  a  few 
minutes  on  your  schedule,  I  do  not  have  a  prepared  statement  so 
probably  I  should  say  what  I  am  going  to  say  is  on  my  own  behalf 
and  my  own  feelings  as  a  farmer  from  Hutchinson  County.  I  really 
appreciated  some  of  the  remarks  that  that  first  lady  had  up  here 
this  afternoon,  but  when  Senator  Abdnor  talked  about  confidence 
and  things  like  that  in  a  rural  community,  it  is  really  obvious 
when  a  lady  that  has  probably  given  all  of  her  life  for  producing 
food  gets  up  and  says  I  am  just  a  farm  woman,  I  think  that  says  a 
lot  for  our  confidence,  and  that  is  one  thing  we  need  to  turn 
around  somehow  or  else  stay  on  the  positive  side  of  it.  We  probably 
don  t  hear  many  teachers  saying  I  am  just  a  teacher  or  probably 
many  people  that  put  machines  on  a  car  that  say  I  am  just  a  ma- 
chinist. We  need  to  have  the  confidence,  we  need  to  know  we  are 
producers  and  we  are  not  just  fanners. 

I  don't  want  to  lecture,  but  I  guess  it  bothers  me  because  some- 
body told  me  that  once,  they  corrected  me  when  I  said  I  am  just  a 
farmer.  They  said  we  don  t  want  to  look  at  it  like  that.  I  guess  an- 
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other  thing  I  see  is  we  have  been  asked  to  get  unified  as  farmers, 
we  hear  so  many  voices  coming  out  of  farmers,  I  agree  with  that 
and  yet  at  the  same  time  I  hear  a  lot  of  different  things  coming  out 
of  lending  agencies.  I  was  at  a  meeting  this  winter  once,  last  fall  in 
fact  it  was,  that  one  of  the  segments  of,  a  person  in  one  of  the  seg- 
ments of  the  lending  agencies  says  maybe  what  we  all  need  to  do  is 
join  another  farm  organization  and  that  will  solve  all  our  prob- 
lems. I  guess  that  took  me  back  a  little  bit.  I  thought  that  was  a 
poor  attitude. 

I  think  commodity  organizations  are  great  for  help  from  within, 
but  when  you  need  help  from  without,  I  mean  it  wasn't  the  farm- 
ers' fault  or  commodity  organizations  that  put  embargoes  on  and 
things  like  this,  decided  they  were  going  to  control  inflation  with 
interest.  That  is  where  we  need  help  from  without.  One  other 
thing,  we  have  talked  a  lot  about  some  of  the  things  we  need  to 
change  or  some  of  the  new  laws  we  need.  One  thing  as  a  pork  pro- 
ducer I  see  we  don't  need  any  new  laws,  we  know  there  is  a  lot  of 
Canadian  hogs  being  imported  in  the  United  States,  the  last  figures 
I  had  was  1,322,000  head.  That  is  a  195  percent  increase  in  the  last 
12  months. 

Last  November  a  person  in  the  lending  agencjr  told  me  that  is 
not  a  big  deal,  you  are  making  too  much  of  a  big  deal  out  of  it. 
That  was  in  November  when  we  had  a  150  percent  increase.  I 
didn't  say  anything  to  him  then,  but  I  guess  my  question  is  when  is 
it  going  to  be  a  big  deal,  is  it  going  to  take  another  100  or  200  per- 
cent issue.  We  have  the  laws  on  the  books  to  correct  these  issues. 
There  is  a  thing  as  duties,  we  have  asked  for  that  and  the  Com- 
merce Department  needs  to  rule  whether  Canada  is  actually  subsi- 
dizing Canadian  producers. 

I  know  that  Senator  Dole  has  asked  for  a  real  timely  and  imme- 
diate response  from  the  Commerce  Department,  I  would  hope  and 
recommend  that  you  join  up  with  the  other  Senators  in  asking  for 
this  timely  thing  and  let's  get  on  with  it.  If  it  is  a  problem,  let's  put 
the  duties  on  and  if  the  Canadian  formers  are  the  same  as  we  are, 
then  we  will  compete  with  them,  but  that  is  one  thing  I  thir  1*  we 
don't  need  any  more  new  laws,  we  just  need  to  take  care  ana  go 
down  the  ropes  with  the  laws  that  we  have. 

One  other  problem  I  see  coming  in  to  our  community  is  there  is 
a  lot  of  money  around.  We  all  know  that,  and  I  think  we  can  see 
that  when  producers  are  getting  told  I  will  give  you  $8  a  head  or  I 
will  give  you  6,  7  cents  a  day  if  I  can  fill  up  your  swine  facility. 
This  farmer  is  probably  down  and  out,  can  t  get  money  from  a 
bank  and  yet  there  are  men  around,  those  facilities  will  be  filled, 
that  is  probably  free  enterprise,  but  it  bothers  me  a  little  bit.  If  the 
average  person  cannot  make  a  little  profit  in  this  farming  commu- 
nity, the  structure  of  agriculture  as  we  know  it  today  is  going  to  be 
drastic,  it  will  be  totally  different  in  the  next  several  years.  That  is 
a  few  things  I  would  fike  to  add.  There  are  a  lot  of  laws  on  the 
books,  ar.d  I  think  we  need  to  just  use  them.  Thank  you. 

Senator  Abdnor.  Thank  you  Leon,  that  was  an  excellent  presen- 
tation and  I  will  do  anything  I  can.  I  didn't  know  that  Senator  Dole 
had  put  this  little  group  together.  He  works  through  the  Finance 
Committee  and  I  would  bet  that  the  original  group  that  is  working 
on  it  are  all  from  the  Finance  Committee,  but  they  are  going  to 
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have  somebody 'from  the  Appropriations  Committee  to  meet  too. 
1  his i  is  one  of  the  biggest  obstacles  we  are  having.  All  the  problems 
the  fanners  are  having  to  put  up  with  deal  with  this  kind  of  situa- 
tion. Hogs  that  get  subsidized  $5  or  $6  are  being  shovtd  down  in 
this  country— it  is  crazy.  I  don't  know  how  we  let  these  things 
happen,  but  we  will  do  everything  we  can,  and  I  will  sure  keep 
working  on  it.  The  next  witness  is  LeRoy  Erickson.  LeRoy?  How 
about  Junior  Meiers?  From  Avon?  Lyle  Eichacker. 

STATEMENT  OF  LYLE  EICHACKER 
Mr.  Eichacker.  If  that  is  all  I  ever  had  done  wrong,  Senator 
Abdnor,  I  would  welcome  it.  The  first  thing  I  would  like  to  com- 
ment on  is  we  have  heard  some  nasty  things  said  about  FmHA  and 
I  am  a  farm  borrower,  I  don't  think  all  FmHA's  are  bad.  I  think  a 
lot  of  our  personnel  working  for  FmHA  are  trying  to  help  the 
farmers.  I  want  to  say  that  for  one  thing. 

Second,  I  think  what  the  farmer  needs  is  a  st  of  production  for 
his  commodity.  Simple  as  that.  Give  the  farmer  the  cost  of  his  pro- 
duction and  he  will  be  able  to  survive.  Third,  I  would  like  to  bring 
out  a  point  that  the  dairyman  over  here  had.  We  had  a  dairy  pr<£ 
gram  that  was  initiated  and  it  is  going  into  its  last  entity,  and  the 
dairy  farmers  have  paid  their  own  program  plus  the  Government 
has  $l.b  million  surplus  off  the  program. 

The  farmers  have  paid  in  over  that  above  what  the  Government 
had  to  pay  back  to  the  farmers,  basically  because  enough  farmers 
didn  t  go  into  the  program,  but  I  mean  the  assessment  of  50  cents  a 
$1  was  in  excess  of  what  the  dairy  program  was.  I  think  if  the 
dairy  situation  is  going  to  continue  and  they  are  going  to  lower  the 
support  price  by  50  cents  or  $1,  let's  not  throw  it  away,  let's  put  it 
m  some  kind  of  a  program  where  the  dairy  farmers  can  work  a 
program  with  themselves,  a  self-help  program.  I  don't  know  his 
program,  I  have  never  seen  it  before,  but  I  would  go  along  with  his 
line  of  thought. 

Another  thing  that  is  happening,  is,  anH  I,  it  goes  back  to  FmHA, 
when  a  farmer  is  going  to  lose  his  property,  the  Government  takes 
it  over  and  this  lending  agency  comes  to  our  entitv  of  government 
which  I  am  a  county  commissioner  and  asks  us  to  abate  the  taxes 
on  this  property.  By  law  we  have  to  abate  the  taxes.  But  yet  the 
Government  turns  around  in  instances  that  have  happened  in  our 
county  and  other  counties  around  have  rented  this  land  out  to 
other  farmers,  but  yet  the  Federal  Government  does  not  pay  any 
taxes  back  to  the  local  entity  of  government.  I  think  this  is  unfair, 
1  think  the  Federal  Government,  if  they  are  going  to  rent  the  land 
out  should  at  least  bear  their  share  of  the  responsibility  for  «-o  tax 
load. 

Senator  Abdnor.  In  some  places  they  do,  you  mean  land— what 
kind  of  land  is  it? 

Mr.  Eichacker.  This  is  land  taken  over  through  FmHA  loans 
where  the  Government  has  taken  over  the  land,  I  am  not  talking 
Federal  lands  for  wildlife,  Senator  Abdnor,  I  am  talking  about 
farms  the  Federal  Government  has  taken  over. 

Senator  Abdnor.  Is  there  quite  a  bit  of  that? 
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Mr.  Eichacker.  At  the  present  time  we  have  less  than  700  acres 
in  our  county,  but  in  talking  to  borrowers  that  have  had  FmHA 
loans  they  are  saying  I  am  going  to  try  to  get  out  from  under  this 
thing  and  I  am  going  to  walk  away  from  it. 

Senator  Abdnor.  This  has  been  on  my  mind,  and  I  have  visited 
with  a  few  people  about,  it.  We  hcpe  and  pray  that  that  doesn't 
happen,  buf  if  it  does  happen  and  it  could  happen,  we  have  to  be 
very  careful  that  the  land  is  not  allowed  to  even  be  sold  for  2  years. 
It  will  wreck  land  prices  for  other  people  all  over  this  country  like 
we  have  never  seen.  We  have  a  plunging  of  land  i  .ices  now,  but  if 
these  guys  take  the  land  and  peddle  it  off  for  any  price,  then  other 
people's  land  will  go  down  and  that  is  a  serious  situation.  Let's 
hope  it  doesn't  happen,  but  if  it  does  happen,  some  consideration 
has  to  be  given  to  this,  otherwise  land  prices,  I  think,  would  be 
really  seriously  impaired  and  we  would  see  another  big  drop  in  our 
land  value. 

Mr.  Eichacker.  There  are  people  out  here,  Senator  Abdnor,  and 
you  know  it  yourself,  that  have  money  set  aside  to  when  land 
values  get  to  a  certain  poin<  they  are  going  to  buy  it  and  we  are 
going  to  be  not  owners  of  the  land,  but  renters  of  the  land.  Thank 
you,  Senator  Abdnor. 

Senator  Abdnor.  Thank  you.  Is  that  a  good  dairy  program  we 
have  had  in  effect  for  the  last  couple  of  years? 

Mr.  Eichacker.  I  think  so,  Senator  Abdnor.  The  only  thing  I 
would  like  to  have  seen  done  differed  than  what  was  done  is  that 
the  farmer  that  went  in  to  the  program  should  have  been  give*, 
some  incentive,  and  I  would  have  said  the  incentive  should  have 
been  that  he  would  not  have  been  required  to  pay  the  50  cents  a 
hundred  into  the  pool.  In  other  words,  for  going  into  the  program 
he  would  have  gotten  50  cents  better  lb  an  the  others. 

Senator  Abdnor.  You  force  every  one  to  pay  it. 

Mr.  Eichacker.  This  program  forces  every  one  to  pay,  right. 

Senator  Abdnor.  That  is  why  we  have  surplus  dollars.  I  under- 
stand there  are  so  many  thousands  of  heads  of  dairy  cattle  reeiy  to 
go  in  after  this  program  drops  that  we  will  be  in  worse  shape  than 
we  were  before,  is  that  right? 

Mr.  Eichacker.  I  am  one  of  them,  Senator  Abdnor.  I  have  40 
heifers  out  there  that  will  freshen  after  the  first  of  April,  I  won't 
deny  that. 

Senator  Abdnor.  Thank  you.  Ray  Ehrman. 


Ehrman.  Ray  Ehrman  from  Freeman,  and  just  an  interested 
c'  ~en.  I  am  going  to  read  just  portions  of  two  pamphlets  that 
really  were  designed  for  farmers  to  read  and  study,  but  there  are 
sections  in  here  that  apply  to  Government,  and  I  would  like  to  just 
read  those  portions.  Basically  the  idea  is  it  indicates  what  the 
writer  felt  the  purpose  of  Government  should  be.  The  Government 
obviously  has  not  always  been  obvious  in  its  motives.  What  is 
tragic— let  me  ask  you  this  question  too,  you  are  ready  to  take 
some  criticism  as  a  government,  I  don't  mean  to  be  negative  in  the 
sense  of  destruction  or  something  like  this,  I  would  like  to  help  the 
situation  a  little  bit. 


STATEMENT  OF  RAY  EHRMAN 
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tives.  What  is  tragic  about  Government  involvement  in  applying 
force  to  knock  down  farm  prices  is  that  it  has  resulted  in  a  debt 
economy  where  everybody  sooner  or  later  is  going  to  pay  dearly  for 
their  temporary  cheap  food  that  they  may  have  had.  tfhey  pay  for 
u  through  inflation.  Inflation  directly  related  to  dollar  devaluation 
can  be  calculated  ahead  of  time  by  finding  the  amount  of  disparity 
payment  to  any  segment  of  the  economy.  The  bigger  and  more  im- 
portant  that  segment,  the  greater  the  force  that  makes  for  infla- 

mi  .  you  want  to  st°P  Nation,  you  have  to  stop  disparity. 

This  is  supposed  to  be  one  of  the  responsibilities  of  Government, 
to  act  like  a  referee  between  segments  of  the  economy  so  that  one 
is  net  adversely  dominant  over  another  segment,  but  as  it  is  Gov- 
ernment has  used  farm  programs  to  control  farmers  and  prices  It 
has  used  import  and  export  laws  against  producers.  Embargoes 
slowed  outward  flow  of  products,  cutting  off  better  markets,  import 
gates  were  widened  from  time  to  time  to  allow  enough  outside 
product  to  come  in  to  our  country  to  maintain  a  manageable  inven- 


To  top  it  all  off,  Government  has  managed  a  careful  program- 
mmu  j  'a™161,8  to  concentrate  on  efficiency  and  bigness  as  the  sole 
method  of  solving  the  income  price  problem.  There  is  another  sec- 
tion here.  This  is  m  regards  to  the  various  methods  that  we  have 
tried  to  use  to  gain  price  on  the  farm.  One  of  the  approaches  we 
have  used  is  legislation.  Legislation  is  basically  asking  Government 
to  help  price.  The  idea  behind  the  legislation  approach  is  to  get  the 
Government  to  pass  laws  that  make  price  easier  to  get  such  as 
loans  to  finance  in  storage,  floor  price,  for  floor  loan  prices,  and  so 


Farmers  have  revived  their  support  for  this  approach  because 
other  pricing  approaches  seemingly  have  failed.  What  farmers  are 
saying  is  Government  involvement  is  better  than  what  we  got  now, 
since  the  Government  is  so  involved  in  anything  anyway,  they 
might  as  well  be  involved  right.  This  approach  to  influence  price  is 
possible  if  and  when  the  Government  decides  to  do  it.  In  other 
words  I  feel  any  day  the  Government  wants  to  do  it,  they  can  get  a 
100  percent  of  parity  out  here  and  just  .like  other  countries  have 
done.  Explaining— this  will  explain  why  some  governments  have 
done  it  and  why  maybe  our  Government  has  not. 

A  government  support  program  has  been  in  existence  for  years 
m  our  country,  but  generally  just  to  create  survival  income  and  not 
to  cover  all  coste  of  production,  plus  some  profit  that  is  considered 
reasonable  in  businesss  today.  Such  as  like  Government  has  done 
for  utilities,  where  profit  is  guaranteed.  Government  can  price 
farm  production  if  they  want  to,  if  they  want  to  do  what  is  right. 
This  is  generally  a  fact  in  those  countries  where  food  has  to  be  im- 
ported anyway.  Since  nothing  of  food  is  produced  in  those  coun- 
tries, legislating  profitable  prices  tends  to  stabilize  and  maximize 
production.  Thus  reducing  the  need  to  import. 

Whenever  there  is  a  possibility  of  abundant  production,  and  that 
is  the  case  in  our  country,  controls  and  quotas  are  naturally 
needed  so  that  there  is  a  balanced  production  of  all  needed  prod- 
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ucts.  The  idea  is  not  to  produce  just  for  the  sake  of  producing,  and 
having  fun  at  it,  but  to  produce  what  the  market  needs  and  what  it 
is  willing  to  utilize.  Usually  where  there  are  honest  laws,  it  pro- 
tects dumping  and  undercutting  prices  by  taxes  added  onto  the  im- 
ported product  to  match  or  surpass  the  domestic  price. 

In  other  words,  some  of  the  countries  like  European  countries 
will  tax  any  product  coming  in  to  match  their  level.  See,  it  is  their 
way  of  protecting  their  own  people,  and  to  me  that  is  a  possibility 
and  a  good  thing  to  prevent  this  type  of  unbalancing.  In  many 
cases  the  Government  handles  the  foreign  buying  so  it  can  monitor 
the  inventory  supply.  You  never  want  to  let  the  country  run  out  of 
food  so  you  want  to  have  enough  food  on  hand. 

Senator  Abdnor.  Let  me  ask  you,  it  is  up  to  you,  but  for  the 
record,  and  this  will  be  in  the  record,  it  would  be  awftilly  nice  if  we 
had  the  author  of  that  so  we  know  if  somebody  reads  the  record? 

Mr.  Ehrman.  The  author  is  me,  the  author  is  I.  Let  me  include 
some  key  areas  where  the  Government  could  be  involved.  One  is  if 
you  want  to  talk  about  any  further  loans,  the  loans  could  be  direct- 
ed toward  a  group  financing  of  the  inventory  rather  than  individ- 
ual farmers.  You  can  pay  the  fanners,  by  the  group  inventory  fi- 
nancing approach.  Second,  another  area  where  Government  should 
be  involved  is  not  to  depress  prices  in  any  shape  or  form  until 
prices  are  beyond  the  100  to  110  percent  of  parity.  Under  law  that 
is  where  you  should  be  depressing  prices,  not  any  sooner.  Then  a 
concluding  statement.  If  you  want  to  balance  your  budget  in  Wash- 
ington, you  better  let  people  have  a  little  money  out  nere  first  so 
they  can  make  a  little  money  and  then  pay  taxes,  and  then  you 
will  balance  your  budget.  Thank  you. 

Senator  Abdnor.  Often  tariffs  and  trades  get  to  be  a  big  discus- 
sion. I  found  out  the  hard  way  with  China.  We  had  a  big  wheat 
sale  to  China  a  year  or  so  ago  and  cur  Government  put  another 
levy  on  China  textiles  coming  in,  causing  China  to  immediately 
cancel  our  sale  of  grain.  China  is  the  biggest  importer  of  our  grain 
of  any  country  in  the  world,  and  there  are  a  lot  of  countries  with 
grain  to  sell.  It  isn't  quite  like  it  used  to  be. 

These  are  the  problems  that  you  have  got  to  toss  back  and  forth. 
In  addition  to  that,  there  are  some  cases  when  you  know  some 
changes  ought  to  be  'made.  Some  of  these  agencies  you  have  to  go 
through  like  we  are  doing  with  the  hog  imports  now,  or  beef  im- 
ports, we  have  an  awful  time  trying  to  get  that  done.  I  don't  know 
whether  it  is  because  they  are  pro  consumer  or  what  the  problem 
is,  but  it  is  the  way  we  have  got  it  set  up.  We  are  very  much  aware 
that  trade  and  trade  barriers  are  certainly  ore  of  the  biggest  prob- 
lems along  the  good  Farm  Program  that  wo  have  to  deal  with*  Ron 
Triebwasser.  We  are  getting  near  the  end,  if  anyone  wants  their 
name  added  to  the  list  we  suggest  that  you  contact  that  gentleman 
over  there  and  let  him  know. 

STATEMENT  OF  RON  TRIEBWASSER 

Mr.  Triebwasser.  My  name  is  Ron  Triebwasser  from  Emery,  SD, 
I  know  Senator  Abdnor  is  familiar,  he's  been  in  our  auditorium 
many  times.  I  would  like  to  mention  one  thing  since  I  am  fairly 
local,  it  is  when  Senator  Abdnor  got  into  Washington  the  first  term 
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L«ffcJe  f6?^  ual1  ?{  the  8udden  that  Hanson  County  rural  water 
got  funded,  it  has  become  a  reality,  it  is  serving  around  500  people 
and  I  am  not  on  the  board,  I  am  just  stating  it.  It  is  a  self-navine 
thing  and  our  water  bill,  we  milk  quite  a  few  dairy  cows,  our  water 
bill  runs  approximately  $69,  $70  a  month  and  it  was  costing  us 
7*2*  w*  found  °ut  the  electricity  and  the  chlorination  around  $65 
to  $70  to  pump  it  ourself.  We  have  good  quality  water,  so  we  want 
to  thank  you  for  that,  Senator  Abdnor.  We  realize  you  people  that 
are  Representatives  from  the  agriculture  community  are  eoine  to 
have  your  hands  full,  you  have  a  big  job  to  do. 

A  few  things  that  I  was  thinking  of  while  I  was  sitting  there,  I 
think  one  way  that  maybe  we  could  help  you  do  your  job  vs  if  these 
committees,  and  you  know  who  they  are  that  we  need  to  write  to,  if 
you  would  establish  some  kind  of  committees  out  here  in  South 
Dakota  where  we  could  contact  people  to  contact  those  people  to 
write,  if  you  provide  us  with  the  information  so  we  know  what  we 
are  talking  about,  we  feel  we  could  help  you. 

Also  I  think  it  is  important  to  keep  our  fanners  in  business,  be- 
cause according  to  one  man,  he  said  if  you,  for  every  seven  fanners 
that  go  under,  we  lose  one  business.  In  our  area,  our  community, 
we  work  very  closely  with  our  businessmen,  a  few  years  back  we 
put  a  swimming  pool  in  for  the  community  for  $28,000  that  the 
Government  allowed  us.  We  were  to  match  it.  We  did  with  volun- 
tary labor,  and  I  think  that  is  one  of  the  things  you  find  in  a  small 

comin\u,ni^r'  P^P,1*5  wiU  do  thinSS  for  nothing,  they  don't  have  to  be 
paid.  We  found  this  out  at  our  school. 

Also  I  think  we  need  to  recognize  the  silent  partners  in  the  farm 
operation.  If  it  wasr  t  for  the  wives  running  tractors,  milking  cows, 
whatever,  the  unp-ud  silent  partners  that  the  Government  does  not 
have  to  put  up  a  day  care  center  and  raise  their  kids,  you  wouldn't 
have  as  cheap  of  food  as  you  do.  This  morning  I  heard  over  the 
radio  that  our  food,  the  consumer  spends  17  percent  of  their 
income  for  food.  We  are  paying,  we  have  paid  up  to  19,  20  percent 
interest.  Who  is  subsidizing  who?  Is  the  Government  subsidizing 
the  fanner  or  is  the  fanner  subsidizing  the  consumer?  I  think  we 
need  to  get  these  out. 

Third,  I  think  we  need  to  establish  what  is  a  family  farm.  If  we 
can  establish  that,  I  think  it  can  be  done  through  the  ASC  commit- 
tees, m  other  words  are  80  cows  considered  a  family  farm9  We 
have  to  be  realistic  that  people  have  to  earn  their  money,  but  at 
the  same  token  we  have  to  compete  on  an  even  footing,  we  cannot 
have  a  foreign  country  subsidizing  up  to  $5  on  grain.  The  world 
market  w  $5,  yet  they  are  subsidizing  it  and  bringing  into  our 
market  cheaper.  We  are  talking  about  confidence  on  the  loan 

How  can  a  fanner  have  confidence  when  the  farm  loan  people  I 
believe  are  unrealistically  valuing  our  land?  Maybe  it  was  over- 
priced before,  but  I  think  we  are  facing  an  unrealistic  value  now. 
I  hey  are  valuing  it  at  less  than  the  bankers  do.  In  our  community 
I  am  very  proud  of  our  banker  because  he  has  stayed  with  us  He 
has  been  realistic  in  his  values.  I  think  the  Government  could 
learn  something  from  this.  If  you  are  talking  about  loans  to  fann- 
ers, Ithink  that  the  Government  needs  to  put  a  realistic  value  on 
the  land  again.  Maybe  it  was  overpriced  a  little  before,  but  I  think 
they  need  to  put  a  value  on  now  to  get  enough  money  to  put  their 
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crops  in  the  ground.  Because  if  a  farmer  goes  under,  somebody  hac 
to  pay  the  bill.  The  papers  are  full  of  bankruptcies.  Either  the 
farmer  takes  it  all,  or  the  businessman  takes  it,  or  the  banker,  or 
somebody.  Somebody  takes  the  loss,  somebody  pays.  Our  country 
cannot  go  on  this  way. 

As  far  as  the  Dairy  Program,  I  would  like  to  address  that  just  a 
little  bit.  It  has  I  believe  worked  out  good,  but  I  feel  it  should  be 
around  another  year  to  take  care  of  some  of  these  heifers  that  are 
out  there,  and  it  would  be  painful  for  the  dairymen,  but  I  think  it 
needs  to  be  done  to  get  the  milk  under  control.  We  have  produced 
milk  the  last  8  years  at  the  same  price.  There  is  nothing  else  that's 
been  the  same  price  the  last  3  years. 

Getting  back  to  the  grain  farmers,  you  could  buy  a  B  John 
Deere,  a  plow,  and  cultivator  in  1939  for  $100.  Granted  we  would 
not  want  to  go  back  to  that  situation,  but  I  think  if  we  get  back  to 
the  family  farm  or  decide  what  the  family  farm  is,  if  somebody 
wants  to  go  out  there  and  farm  the  whole  world  and  they  want  to 
do  it  for  less  than  cost,  that  is  up  to  them,  but  I  think  we  ought  to 
have  a  realistic  figure  what  a  person  can  have  on  a  family  farm 
and  earn  a  living.  I  thank  you  very  much  for  coming  out  here  and 
we  know  you  are  going  to  do  the  job  in  Washington,  and  if  there  is 
anything  we  can  do  in  South  Dakota,  let  us  know  and  we  will  help 
you. 

Senator  Abdnor.  Thank  you,  Ron.  You  made  some  fine  points 
here.  You  said  the  Dairy  Program  should  go  on  1  more  year.  Why, 
wouldn't  it  be  as  bad  ending  it  in  1  more  year  a3  it  is  now? 

Mr.  Triebwasser.  I  am  saying  the  program  paid  for  itself  last 
year,  it  didn't  cost  the  Government  a  dime.  What  is  going  to 
happen  if  all  these  heifers  come  into  production  which  we  near 
they  are  out  there  and  I  know  they  are.  I  cut  my  herd  back  so  I  am 
not  going  to  be  flooding  it.  I  will  be  able  to  stay  within  a  percent- 
age. They  are  going  to  take  50  cents  off  in  October,  another  50 
cents  off  in  November.  What  is  the  advantage  of  having  all  the 
cattle  come  in,  flooding  the  market,  when  we  are  producing  at  less 
than  we  should  be  getting?  What  are  we  going  to  be  gaining?  We 
have  a  good  start,  let's  hold  it  there. 

Senator  Abdnor.  There  were  some  complaints  about  the  program 
when  it  started,  but  I  have  heard  good  things  overall.  The  direction 
we  were  going  before  this  program  was  such  where  v*o  were  hitting 
close  to  $3  billion  the  cost  of  the  program  in  1  year.  It  iust  coulthrt 
go  on  that  way  because  the  heat  was  on.  I  remember  the  chairman 
of  the  Senate  Appropriation  Committee,  Mark  Hatfield,  came  in 
with  two  blocks  of  cheese  all  moldy  and  dirty  and  said  this  is  what 
is  happening.  He  had  the  whole  Senate  up  in  arms,  and  the  cost 
went  from  about  $250,000  to  $1  million  and  then  went  to  $2  mil- 
lion. I  thought  this  too  was  a  pretty  good  program.  I  suppose  there 
are  those  that  would  disagree,  but  no  more  than  there  are  those 
that  feel  it's  been  costing.  It  makes  you  wonder  what  we  are  doing 
getting  rid  of  it. 

Mr.  Triebwasser.  One  thing,  Senator,  why  do  we  have  to  export 
the  raw  material?  Why  can't  we  export  the  finished  product?  We 
send  the  grain  over  and  it  goes  to  someone  else  that  makes  money 
on  it.  Why  can't  we  nroduce  it  here?  Why  don't  we  sell  the  finished 
product?  That  is  where  the  money  is;  I  just  can't  see  it 
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Senator  Abdnor.  That  is  a  good  point.  What  do  you  consider  a 
family  farmer? 

Mr.  Tbiebwasser.  It  will  vary  according  to  the  area.  Like  in  our 
area,  I  would  say  from  anywhere  to  60  to  80  cows  if  you  are  in 
dairy.  Sows,  you  might  be  looking  at  50  sows.  There  again  it  de- 
pends on  what  the  market  is  going  to  be.  If  you  bring  a  son  in,  that 
allow  forfST     S  httlC  proportionately>       I  think  we  have  to 

T^^nk  you  very'  very  much-  ^  names  been 
added.'  I  think  hopefully  we  gave  everyone  a  chance  to  speak 
today,  and  we  appreciate  it.  Again,  our  reporter  has  taken  down 
every  word  that  is  going  back  to  Washington;  hopefully,  it  is  the 
start  of  a  worthy  program  that  will  tell  the  story  of  rura  1  America 
and  pur  problems.  It  will  let  Washington  know  that  we  have  to  be 
considered  when  they  start  looking  at  programs,  and  that  they 
have  to  pay  some  attention  to  what  is  good  for  rural  America,  par- 
ticularly the  farms  and  the  farm  program,  and  so  I  appreciate  this 
very  very  much.  Some  of  you  have  come  from  a  long  ways  off,  and 
hopefully  you  feel  that,  too,  it  was  worthwhile.  It  is,  as  I  said,  the 
"tart  Cx  z  new  program,  and  we  hope  to  reach  some  results  for  a 
change. 

Mr.  Jahr,  do  you  know  of  anything  other  than  some  announce- 
ments? I  would  like  to  remind  people  that  on  Wednesday  we  are 
going  to  be  in  Brookings  for  another  one  of  these  hearings,  and  of 
course  we  have  entitled  it  Taxes  and  Agriculture.  I  think  that  is  an 
extremely  important  one.  Of  course,  I  am  what  they  call  trying  to 
put  a  limit  on  the  amount  of  agriculture  loss  thsy  can  take  off  for 
tax  purposes. 

These  holding  companies  have  been  coming  into  this  country  and 
plowing  up  our  countryside,  the  fragile  land.  After  2  years  of  doing 
this,  they  use  it  for  wheat  or  some  crop  year  after  year.  Under  the 
ridiculous  allocation  we  make  for  allotments  on  wheat  ground, 
they  end  up  with  a  huge  allotment  and  collect  big  Government  pro- 
grams and  gram  we  don't  need.  The  land  should  have  never  been 
touched.  There  are  a  lot  of  things  in  this  area  I  want  to  talk  about. 
1  have  a  bill  that  does  just  that,  and  so  we  are  calling  this  meeting 
for  the  whole  tax  situation.  If  somebody  wants  to  talk  about  the 
new  program,  they  are  talking  about  the  flat  tax  which  may  have 
some  merit.  We  have  had  hearings  on  that. 

I  brought  a  man  out  from  the  Treasury  2  weeks  ago  and  we  held 
three  meetings,  in  Rapid,  Aberdeen,  and  Sioux  Falls,  to  kind  of  ex- 
plain it;  now  I  would  like  to  get  some  comments  any  of  you  fellows 
have  to  make  on  it.  So  if  you  have  an  opportunity,  we  would  like  to 
see  you  up  in  Brookings.  I  know  a  lot  of  yoa  are  going  to  Pierre 
tomorrow,  and  I  will  be  there  too  along  with  Yankton.  We  have  a 
busy  schedule,  but  if  you  can  make  it,  fine. 

I  pess  we  are  going  to  hold  for  one  more  comment  here,  we 
don  t  want  to  cut  anybody  out,  although  we  do  have  a  deadline.  My 
reporter  is  going  to  get  awfully  tired  here  in  a  minute.  I  promised 
Laverne  Aisenbrey  that  I  would  announce  that  the  South  Dakota 
Legislature  will  be  holding  a  hearing  on  S.  1338,  the  Family  Farm 
Act,  tomorrow  morning  beginning  at  8  a.m.  He  is  encouraging  all 
of  you  to  take  avid  interest  in  this  State  legislation.  That  is  for 
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your  information.  Delmar  Guthmiller,  where  are  you?  Our  last  wit- 
ness. 

STATEMENT  OF  DELMAR  GUTHMILLER 

Mr.  Guthmiller.  I  am  sorry  I  am  coming  in  this  late;  I  just  got 
out  of  court,  that  is  why  I  have  just  arrived.  I  don't  know  what  has 
been  said  here,  I  wish  I  did,  but  I  don't.  I  don't  know  if  you  have 
seen  what  I  sent  you  at  your  Sioux  Falls  office,  probably  arrived  on 
Saturday. 

Senator  Abdnor.  No. 

Mr.  Guthmtt.ler.  As  I  go  into  this,  I  am  wondering  is  there  a 
blackboard  that  would  be  available  to  be  brought  up  front? 

Senator  Abdnor.  I  don't  know.  I  don't  think  so. 

Mr.  Guthmiller.  I  think  probably  somebody  is  going  after  one 
over  there.  I  guess  we  can  get  along  without  one.  Senator  Abdnor, 
for  3  years,  I  have  had  the  farm  problem  with  deep  concern  on  my 
mind.  I  knew  about  the  trend  which  my  farm  was  taking,  that 
American  agriculture  was  headed  for  deep  trouble.  As  in  every  op- 
eration, we  need  cost  of  production  plus  a  reasonable  profit  which 
even  the  PEK  program,  so  on  and  so  forth,  we  have  not  been 
getting. 

It  seems  the  political  sector  believes  the  answer  is  in  exporting 
our  surpluses,  creating  a  shortage  so  to  speak,  thus  driving  prices 
up.  I  do  not  believe  it  will  ever  work  because  the  countries  that 
need  our  food  don't  have  the  money.  Furthermore,  our  selling  costs 
are  too  high  and  we  seem  to  be  under  bid  by  others.  So  often  the 
surpluses  we  sell  are  sold  by  first  giving  the  purchaser  a  loan  at  a 
low  interest  rate  so  he  can  buy  it,  then  they  can't  pay  for  it  any 
way.  To  actively  and  strongly  pursue  that  avenue  seems  rather 
foolish. 

From  what  we  know,  our  country  consumes  approximately  60 
percent  of  what  we  produce.  It  is  my  feeling  that  we  ought  to 
pursue  a  higher  price  for  this  60  percent.  It  is  also  the  greater  per- 
centage of  the  total  production.  For  a  long  time  now,  many  years, 
the  percent  of  our  national  per  capita  income  which  is  spent  for 
food  has  become  less  every  year.  This  tells  me  we  are  not  paying 
what  we  ought  to  for  our  food,  and  we  are  not  returning  to  the  new 
wealth  creator  or  producer  its  due  compensation. 

Agriculture  is  the  main  contributor  in  our  foreign  balance  of 
payments  helping  to  keep  this  country  afloat.  If  we  don't  pull  agri- 
culture out  of  the  mess  it  is  in,  we  will  all  go  under.  We  know  that 
our  cost  of  production  is  per  unit,  but  we  can't  seem  to  get  that 
price  up  because  of  consumer  resistance.  For  all  practical  purposes, 
let  us  assume  that  it  costs  us  $6.50  to  produce  one  bushel  of  wheat. 
Now  if  we  received  that  $6.50  at  our  local  elevator,  it  would  cause 
two  things:  First,  the  cost  of  food  would  suddenly  be  staggering.  We 
could  easily  have  riots  in  the  cities. 

Second,  it  would  put  us  completely  out  of  the  export  market  if 
we  sold  it  for  its  cost.  It  seems  every  time  the  price  of  a  commodity 
goes  up  even  a  little,  the  end  product  price  does  in  proportion  like- 
wise. Then  we  have  a  great  howl  from  the  consumer  and  the  news 
media  seems  to  blow  it  way  out  of  proportion.  If  the  commodity 
price  goes  down,  somehow  the  end  product  price  remains  suspend- 
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ed.  As  it  went  up  proportionately,  it  ought  to  come  down  propor- 
tionately. r  v 

How  then  can  we  receive  the  price  we  need?  I  believe  the  solu- 
tion is  a  surcharge  placed  on  the  product  at  time  of  purchase  by 
the  consumer.  The  price  figures  I  use  are  hypothetical,  although 
not  too  unrealistic.  They  may  be  adjusted  up  or  down  to  attain  the 
attendant  goal.  To  be  able  to  get  the  proper  train  of  thought  you 
must  look  at  the  charts  as  they  are  numbered.  I  will  try  to  explain 
this  then. 

Sector  Abdnor.  In  fairness,  we  have  had  some  time  limits,  how 
long  do  you  think  this  will  be,  I  know  when  you  go  in  to  farm  pro- 
grams we  are  talking  about  a  pretty  long  thing  here. 

Mr.  Guthmiller.  I  would  say  it  would  take  me  2%  minutes. 

Senator  Abdnor.  OK. 

Mr.  Guthmiller.  What  I  am  doing,  the  first  chart  I  would  draw, 
would  be  a  chart  showing  where  this  bushel  of  wheat  goes  from  the 
time  the  producer  takes  it  to  the  elevator.  It  goes  to  the  elevator,  to 
the  terminal,  to  the  miller,  to  a  wholesaler,  to  a  baker,  to  a  whole- 
saler, probably  to  a  grocer,  and  then  from  there  to  the  consumer. 
OK,  the  surcharge  that  we  are  talking  about  would  be  put  on  this 
product  at  the  place  just  before  it  is  used  by  the  consumer. 

Senator  Abdnor.  Is  this  kind  of  a  value  added  tax  you  are  talk- 
ing about?  Sounds  that  way. 

Mr.  Guthmiller.  I  call  it  a  surcharge,  it  could  be  called  a  tax, 
but  a  price  put  on  this  bushel  of  wheat  just  when  the  consumer 
buys  it.  It  would  be  at  the  point  where  the  baker  sold  it  to  a  con- 
sumer, where  the  wholesaler  sold  it  to  the  consumer,  or  where  the 
grocer  sold  it  to  a  consumer.  Let's  say  that  that  bushel  of  wheat 
goes  to  the  elevator,  the  farmer  sells  it  for  $4  a  bushel.  The  eleva- 
tor then  takes  this  bushel,  part  of  it  goes  back  out  to  the  farm  for 
feed,  part  of  it  goes  on  to  the  terminal.  At  that  terminal  part  of  it 
is  probaoly  exported  and  the  rest  goes  onto  the  other  users,  and 
that  amounts  to  roughly  60  percent  or  36  pounds. 

Senator  Abdnor.  Do  they  pay  it  on  the  export? 

Mr.  Guthmiller.  No,  there  is  no  surcharge  there. 

Senator  Abdnor.  How  about  on  the  grain  for  cattle  feed? 

Mr.  Guthmiller.  No  surcharge.  Now,  as  this  bushel  of  wheat 
goes  through  its  proper  channels,  it  is  finally  baked  in  to  bre*<*,  or 
rolls,  or  whatever.  They  make  noodles  out  of  it,  or  macaroni,  or 
whatever.  At  that  point  where  it  is  purchased  by  the  producer  we 
add  a  surcharge.  You  say  how  much  is  this  surcharge?  OK  the 
grocer  todqy  sells  a  pound  of  bread  for  $1. 

I  say  let's  put  on  10  cents  to  that  loaf  of  bread  as  a  surcharge. 
We  find  that  there  are  roughly  60  pounds,  60  loaves  of  bread  in  a 
bushel  of  wheat,  that  is  $6.  OK,  60  percent  of  that  for  6  pounds 
amounts  to  $3.60.  That  $3.60  is  sent  onto  the  U.S.  Department  of 
Agriculture,  there  it  is  administered,  the  farmer  takes  in  a  receipt 
to  the  ASCS  office,  he  says  I  have  a  bushel  of  wheat  here,  I  want 
my  60  percent  share  of  what  the  consumer  used.  That  amounts  to 
$3.60,  let's  take  out  10  percent  of  that  and  put  it  in  to  research,  in 
to  administration,  in  to  development  and  all  these  other  things. 
YhAaa  t}}en  receives  roughly  $3,24  plus  the.  $4  which  comes  to 
$7.24.  And  yet  the  export  price  will  be  low  because  he  sold  it  at  $4. 
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The  feed,  the  wheat  that  is  used  for  feed  is  still  only  at  $4  plus  a 
little  markup. 

So  what  we  are  doing  there  is  taking  the  money  out  of  the  metro- 
politan areas,  and  we  are  giving  it  back  to  rural  agriculture  where 
we  so  desperately  need  it.  Now  what  will  this  plan  do.  First  of  all, 
it  will  give  us  a  cost  of  production  plus  a  profit.  It  will  insulate 
against  gouging  from  other  interests,  and  we  do  this  by  putting  the 
surcharge  just  before  it  is  used  by  the  consumer.  We  bring  money 
from  the  metropolitan  areas  back  to  the  rural  areas.  We  make  our 
products  competitive  with  foreign  commodities.  We  discourage  im- 
porting. We  make  agriculture  as  a  whole  self-supporting. 

President  Reagan  wants  to  get  rid  of  the  farm  program,  this 
would  sure  give  him  a  good  chance  because  it  is  self-supporting.  We 
eliminate  price  supports,  Government  loans.  We  eliminate  industri- 
al fanning  because  it  is  profitable,  you  can't  write  it  off.  It  would 
limit  production  because  all  that  would  be  in  the  hands  of  the  pro- 
ducer as  he  stores  it,  it  will  stabilize  land  prices,  and  it  will  insure 
agricultural  research  and  development.  Now  you  have  the  general 
proposal  of  my  plan.  I  have  been  using  flat  commodities,  it  could  be 
used  for  meat  commodities  the  same  way.  I  think  we  ought  to  take 
a  look  at  this.  What  I  would  like  to  do  is  get  some  feedback  from 
the  people  out  there.  Thank  you  for  your  time,  Senator.  I  am  sorry 
I  came  a  little  bit  late. 

Senator  Abdnor.  That  is  all  right,  we  have  been  going  over  our 
limit  and  I  thought  we  were  getting  near  the  end.  I  commend  you 
for  coming  up  with  a  plan,  I  think  that  is  what  vre  ought  to  talk 
about  and  that  is  very  innovative.  Have  you  ever  heard  of  a  gentle- 
man by  the  name  of  Miles  Koskins?  He  is  from  over  at  Wood,  he 
has  very  much  the  same  program.  I  didn't  have  much  time  to 
spend  with  him  the  other  day  at  the  irrigation  meeting,  but  he 
came  all  the  way  over  to  talk  to  me.  I  was  thinking  about  certifi- 
cates. 

I  agree  people  are  buying  their  food  too  damn  cheap  in  this  coun- 
try, they  have  had  a  bargain  long  enough.  I  don't  know  how  we  get 
around  it,  that  plan  would  have  to  be  OR'd  by  the  Finance  Com- 
mittee, not  the  Agriculture  Committee.  There  are  an  awful  lot  of 
people  on  the  House  Ways  and  Means  Committee,  it  is  the  Senate 
Finance  Committee  that  has  the  jurisdiction  of  that.  And  I  am  not 
saying  it  can't  be  done,  but  I  think  we  have  got  to  keep  plugging 
away.  That  sort  of  thing  could  be  brought  about,  if  one  at  a  time 
all  thought  of  it,  I  am  sure  some  experts  could  pick  it  to  pieces  in  a 
hurry,  but  there  is  no  reason  why  you  couldn't  make  the  adjust- 
ments  you  need  to  get  rid  of  the  fault  in  it. 

We  have  had  other  proposals  today  but,  one,  I  think  food  is  too 
cheap  in  this  country,  and  people  ought  to  be  willing  to  pay  more. 
That  is  not  the  mcgority  of  the  peoples'  thinking.  I  don't  care  what 
party  is  in  power,  the  Democrats  or  Republicans.  They  put  an  arti- 
cle in  the  paper,  if  you  look  far  enough,  in  the  end  they  always  say 
this  couldn't  make  the  consumer  prices  rise.  It  better  start  rising 
pretty  soon.  I  think  it  is  good  to  have  your  testimony,  I  am  glad  to 
have  it  on  the  record,  and  if  there  is  anything  more  you  want  to 
submit  on  it  we  would  be  happy  to  take  it  in  writing. 

Mr.  Guthmiller.  One  thing  I  didn't  sav  and  that  is  if  there  is 
anything  we  don't  need  is  another  loan.  We  just  want  to  pay  back 
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the  ones  we  have  got,  and  the  only  way  to  do  that  is  we  have  got  to 
have  a  margin  of  profit.  Thank  you. 

[The  prepared  statement  of  Mr.  Guthmiller,  together  with  the 
charts  referred  to,  follows:] 
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Prepared  Statement  op  Delmar  Guthmiller 

Por    3  yasrs  I  have  had  the  farm  problem  with  deep  concern  on  my  mind* 
I  knew  by  the    rend  which  my  ftrm  operation  was  taking  that  American 
Ag  vaa  headed  kor  deep  trouble,    As  in  every  operation,  we  need  coat 
of  product  ion  plus  a  reasonable  profit,  which  even  with  the  PIK  program 
etc.  we  have  not  been  getting* 

It  sterna  that  the  political  sector  believes  the  answer  la  in  exporting 
our  aurpluaaa,  creating  a  shortage  ro  to  speak  thus  driving  prices  up. 
I  do  not  believe  that  It  will  ever  work  because  the  countries  that  need 
our  food  do^t  have  the  money.    Furthermore,  our  selling  costs  arc  too 
high  aad  we  aaetn  to  be  underbid  by  others.    So  often  the  surpluses  we 
sell  are  aold  by  1st  giving  the  purchaser  a  loan  at  a  low  Interest  rate 
ao  ha  can  buy  it.    Then  they  can't  pay  for  It  anyway.    To  actively  and 
ao  atretwoualy  pursue  that  avenue  seems  rather  foolish. 

Prom  what  we  know,  our  country  consumes  approximately  60%  of  what  we 
produce.    It  la  my  feeling,  we  aught  to  pursue  a  higher  price  for  that. 
It  la  alao  the  greater  X  of  total  production. 

Por  a  long  time  now  (many  years),  the  7.  of  our  national  per  capita 
income  which  la  apent  for  food  has  become  less  ^vcry  yoir.  This  tells 
ma  we  are  not  paying  what  we  aught  to  for  our  food  ind  we  arc  not 
returning  to  the  new  wealth  creator  or  producer  *ts  di?c  co-pcrs-Mon. 
Agriculture  Is  the  main  contributor  In  our  fore!;/*  hilmc-  *jr  piv-"»nts 
helping  to  keep  this  country  afloat. 

If  we  don't  pull  Ag  out  of  the  mess  It  Is  In  we  all  go  under! 

We  know  what  our  cost  of  production  la  per  unit  but  we  can't  seem  to 
get  it  up  becauae  of  consumer  resistance.    For  all  practical  purposes, 
lat  ua  aaauma  it  costs  us  $6.50  to  produce  one  bushel  of  wheat*  Now 
if  wa  received  that  $6.50  rt  our  local  elevator  It  would  cause  two 
things t 

First,  the  cost  of  food  would  suddenly  be  staggering  and*  we 
could  easily  have  riots  In  the  cities.  1 

Second,  it  would  put  us  completely  out  of  the  export  market 
if  we  sold  It  for  its  cost. 
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It  seems  every  time  the  pri<*e  of  •»  ro-mo'*!  •»;'  ^oe*  yp  e»^n  a  little,  the 
end  product  price  doe<  in  proportion  M'""-isc,  ,u<ti  «*c  Have  a  great  howl 
fro.n  the  consumer  and  the  T*d'a  blows  I*  *«\v   out  or  perportion*  The 

commodity  price  goe*  down  hut  some  how  the  end  product  price  remains 
suspended*    As  it  went  up  proper ti omtly  it  aught  tc  c<ne  down  proportionally* 

How  then  can  ve  receive  the  prices  we  need*    I  believe  the  solution  is  a 
sur  charge  placed  on  the  product  at  time  of  purchase  hy  the  consumer*  The 
price  figures  I  use  are  hypothetical  although  not  too  unrealistic*  They 
may  be  adjusted  up  or  down  to  attain  the  intended  goal* 

To  be  ahle  to  get  the  proper  train  of  thought  you  must  look  at  the  charts 
at  the  are  numbered*    The  first  one  is  a  simple  chart  showing  the  vari0us 
stages  one  bushel  of  wheat  goes  through  by  the  time  the  consumer  receives 
it*    The  second  one  is  a  more  detailed  chart  showing  at  what  point  the 
sur  charge  would  be  attached*    The  third  chart  is  still  rrorc  detailed*  It 
shows  where  the  sur  charge       sent  ard  how  it  is  odninistered  and  dis- 
tributed*   It  also  shows  f\%ur£$  (net  to  unrealistic)  that  w*jld  have  to 
be  adjusted. 

In  order  to  receive  the  price  •  ■       »'  *~  /r>u$*  f'nsntet)?  -ft  from  the  other 
business  sectors. 

This  plan  could  be  used  for  every  A$  oonrexHty  o/e  hevef    fcach  one  koold 
have  to  be  broken  down  into  tfic  Vdrlcust  ttset  fa  Jb  of  Vetf8**  <>r  volume 
and  the  end  product  prlc  (viilh  One  JU'  charge;  calculate*** 

Benefits  of  this  plan: 

1*  Give  cost  of  production  plus  profit* 

2«  Insulate  against  £OH£ir$  fron  other  interests* 

3*  Bring  money  from  ftetro  areas  back  to  the  r«ral  areas* 

4*  Make  our  surplus  Cc/tipfClUvc  v,\th  -fbreiy  cc#wod/t  *os, 

5*  Discourage  import n8* 

6*  Make  Ag  as  a  whole,  self -supporting 

7*  Eliminate  price  supporf^. 

8,  Eliminate  Gov't*  loans* 

9.  Eliminate  Gov't*  storage. 

10*    Discourage  industrial  corporate  -fdrm/rt^. 
11*    Discourage  tax  write-off  investments* 

\2*    Limit  production  (all  excess  would  be  in  hands  of  producer- 
he  stores  it*) 
13.    Stabilize  land  prices* 
14*    Would  insure  Ag  research  &  development* 

Problem  with  this  plan: 

1*  .Figure  the  %'s  and  costs* 

2*    Establish  a  policing  system  to  guard  against  cheating  and 
fraud* 
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How  you  have  the  general  plan  of  ray  proposal*    It  has  been  worked  up 

using  plant  commodities,  grain,  etc.  The  sane  one  could  be  used  for  j 
animal  comew>di  ties-meat. 

tt»  aVeVtfttagi  point  a  and  disadvantage  points  do  present  a  challenge.  I 

4»  mattf  ftnfOftals  and  answers  for  some  of  them  which  I  will  not  explain  ^ 

at  tMryilnt.  * 

Ve  need  to  convince  the  American  consumer  the  day  of  (Free)  food  Is  quickly  J: 
drawing  to  e  dose*    If  we  allow  the  family  farm  to  slide  into  extinction 

and  allow  Industrial  corporate  farming  to  take  over,  it  will  set  the  *' 

prlcea  once  It  has  control  because  the  non  owner  farm  laborer  will  si 

unionise,  efficiency  will  drop,  production  will  drop  and  quality  will  drop.  , 

This  will  cause  prices  to  sky  rocket.    We  could  sell  a  loaf  of  bread  s 

for  $3,00#    I  do  believe  there  will  be  empty  grocery  store  shelves  in  * 

America,  eves  wide"  epreed  aurvetlon.    How  soon7    3-5  years.  ^ 

fheWl  ia  ona  tktftfttttaln,  the  programs  we  are  in  now  are  not  working.  * 

Who  Jfteda  another  loan.    We  Just  want  to  pay  back  the  present  ones,.  4 

I  do%bt  know  what  effect  this  plan  would  have  on  the  commodity  futures  1 

market  out  we  would  not  be  Intimidated  Into  using  It.    Something  few  of 

us  can  uaa  to  total  advantage.  \ 

I  reelise  that  the  first  look  at  this  plan  by  the  rural  consumer  would  J 

cause  some  elarm  because  It  would  cut  Into  our  already  below  average  4 

Income  even  more.    This,  however,  would  be  for  only  a  short  time  because 

as  the  $  return  from  the  Metropolitan  areas  to  the  As  sector,  it  gives  J 

It  buying  power.    More  profits  *o  the  small  bus Incase*  *n  our  communities 

and  thus  a  better  wage.  ; 
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Senator  Abdnor.  I  think  I  am  safe  in  saying  this  is  our  last  wit- 
ness. 

A  Witness.  Every  day  we  are  talking  about  loans  or  borrowing 
more  money,  and  every  day  we  are  deeper  in  debt  Like  the  old 
song  goes  another  day  older  and  deeper  in  debt  I  don't  want  to  ask 
you  why,  I  want  to  ask  you  does  the  American  farmer  owe  the 
American  public  $2.40  corn?  I  think  once  we  get  that  answered, 
then  we  will  know  that  we  can  get  a  better  price  for  what  they  are 
producing.  We  have  heard  a  lot  said  today  about  the  cost  of  produc- 
tion. I  think  we  want  to  go  a  little  further  than  that,  because 
nobody  wants  to  work  for  nothing,  that  is  about  what  you  are 
doing  when  you  work  for  cost  of  production.  These  people  they 
should  have  a  good  living  coming,  because  they  are  the  most  effi- 
cient, we  see  that,  we  know  that  of  anybody,  but  then  why  do  we 
keep  their  prices  down,  and  I  think  there  are  solutions. 

When  you  go  to,  when  the  politician  is  out  campaigning  he 
doesn't  come  to  the  rural  area  because  we  don't  have  a  population, 
we  don't  have  the  votes,  do  we,  so  we.  go  where  there  are  people. 
Ten  percent  unemployed  a  few  years  back,  we  didn't  come  from  the 
farm,  we  went  to  these  people,  they  were  carrying  their  signs, 
farmer  is  home  working,  he  is  busy  and  doesn't  have  time  to  come 
up  to  the  front  lines  and  wave  their  signs.  We  are  not  hearing  the 
touch  of  a  few  people  out  here  and  we  are  not  hearing  this,  farm- 
ers write  to  your  Senators,  write  to  your  Representatives.  Senator 
Abdnor,  I  think  that  is  fine  if  these  people  had  committees  they 
could  go  to  because  it  is  pretty  hard  to  call  from  home  to  Washing- 
ton. If  we  could  meet  with  some  people,  we  could  give  them  a  lot  of 
input. 

Senator  Abdnor.  To  use  that  as  an  example,  Delmar  Guthmiller, 
that  was  his  plan,  you  would  have  to  talk  to  the  Finance  Commit- 
tee. You  could  write  to  death  if  you  wanted  to  write  to  the  Agricul- 
ture Committee,  but  the  Finance  Committee  has  jurisdiction. 

A  Witness.  Why  do  we  need  so  many  committees  to  keep  our 
prices  down.  We  run  all  this  stuff  through  committees.  I  think  we 
are  looking  for  excuses  only. 

Senator  Abdnor.  No,  these  committees  have  been  there  since  the 
advent  of  the  Senate.  Agriculture  handles  agriculture.  Finance 
handles  finances  and  commerce.  I  have  Water  Resources,  I  am 
chairman  of  the  Water  Resources  Committee.  They  wanted  to  put 
on  a  users  fee,  and  I  told  Stockman  to  go  ahead,  I  am  not  going  to 
monkey  with  a  users  fee.  I  could  pass  a  water  bill,  but  he  could  kill 
it  for  me  when  I  got  over  to  his  committee.  It  is  crazy  but  that  is 
the  way.  We  have  what  they  call  jurisdictional,  these  are  the  long- 
time-standing committees.  Each  committee  can  only  come  in  with 
their  own  sort  of  thing.  I  am  sorry,  I  agree  with  you,  I  get  sick  and 
tired  of  that,  but  

A  Witk^ss.  What  can  be  done  to  do  something  about  this?  You 
talked  about  an  imbalance  of  trade.  When  we  had  $3.25,  $3.50  corn 
we  were  exporting  a  lot  more  than  we  have  now  at  $2.40,  why?  I 
think  we  are  not  getting  the  answers,  there  has  to  be  a  reason  for 
this. 

Senator  Abdnor.  Compared  to  the  corn  in  other  parts  of  the 
world  our  prices  are  30  percent  higher  than  theirs  because  our  cur- 
rency is  clear  out  of  whack.  There  are  other,  factors,  but  we  had  $2 
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corn  you  would  have  to  add  30  percent  (or  60  cents)  to  that  to  com- 
pete on  what  somebody  else  has  to  sell.  That  is  the  sad  problem 
with  this  whole  thing.  With  the  high,  overvalued  currency,  we 
either  have  to  take  the  money  out  of  treasury  or  something  until 
we  get  that  dollar  down  so  we  can  be  on  a  competitive  basis.  It  is 
unfortunate.  I  guess  that  has  brought  the  kind  of  deficit  we  have 
today  in  Government,  we  don't  save  enough  ~oney  in  this  country 
to  finance  it  That  money  is  coming  in  from  overseas,  I  hate  to  tea 
you  that,  and  some  people  think  we  have  to  have  a  strong  dollar  to 
keep  bringing  money  in  to  finance  our  debt,  but  I  don't  think  that 
is  solving  the  problem  in  any  way.  We  have  to  get  our  money  in 
line  with  other  countries'  money  so  we  can  compete,  and  people 
can  do  well.  With  a  $25  billion  trade  balance  deficit,  how  many  jobs 
would  that  make  in  the  country  if  we  didn't  have  that,  if  we  were 
selling  our  own  goods? 

Mr.  Smith.  I  am  not  sure  what  the  exact  number  would  be,  but  it 
would  put  a  lot  of  people  to  work. 

Senator  Abdnor.  $1  billion  trade  deficit,  and  we  have  135,  40  or 
more  coming  up  makes  50,000  jobs  in  this  country.  So  we  have  a  lot 
of  reasons  to  be  concerned.  I  mean  not  only  for  agriculture,  but  for 
the  good  of  the  country.  If  we  had  50,000  more  people  working,  we 
would  be  a  lot  closer  to  balancing  the  budget  We  would  be  bring- 
mg  in  more  tax  dollars  and  more  people  would  be  earning  a  living 
instead  of  being  paid  out  of  unemployment  compensation  and  pro- 
grams to  help  them  get  by.  You  are  right,  these  are  problems,  and 
you  think  we  can  get  down  to  taxing  the  problem.  But  I  do  know 
that  few  people  dispute  the  fact  that  a  $230  billion  deficit  per  year 

Lt«  ^f™  ^oing  now'  811(1  we  m  ?oinS  to  add  9660  billion  to  a 
$1  %  trillion  deficit  already,  is  not  helping  that  value  of  that  dollar 
with  ml  the  interest  we  are  paying  and  all  that  goes  with  it  If  you 
tove  JZ  trillion  worth  of  deficit,  I  am  almost  not  so  sure  you 
shouldn  t  write  it  off.  I  don't  know  how  we  are  going  to  pay  it.  The 
third  biggest  and  fastest  growing  item  in  the  budget  is  your  inter- 
est on  your  debt  If  you  have  $135  billion  this  year,  and  you  add  $2 
billion  more  in  deficit,  you  are  going  to  add  $125  billion  to  your 
debt  next  year  because  each  one  compounds  and  you  owe  more 
money.  TTiat  is  where  we  are  coming  from.  Somehow,  some  way  it 
would  definitely  help  bring  interest  rates  down,  and  it  would  help 
get  our  trade  moving.  These  are  all  problems  we  are  dealing  with.  I 
just  want  you  to  know  where  we  are  coming  from,  some  of  us  are 
trying  to  do  the  battle  down  there. 

A  Witness.  I  would  like  to  compare  our  farm  prices  a  little  bit  to 
wages.  When  we  had  10  percent  unemployment  we  didn't  see  cheap 
wages.  But  just  let  us  produce  a  little  bit  too  much  grain  or  any- 
thing and  we  see  cheap  prices  on  everything.  Now  they  are  predict- 
ing an  8%  billion  bushels  of  corn  already  for  next  year's  crop,  and 
I  am  sure  they  are  going  to  use  this  to  keep  our  crop  on  hand  right 
now  at  a  cheaper  price.  I  don't  think  they  should  be  able  to  do  this. 

This  morning  a  guy  from  the  farm  movement  was  up  here  and 
he  was  asking  for  I  think  $20,000  per  family  form.  In  your  letter 
you  had  stated  that  the  average  wage  earner  gets  $30,000  a  year. 
So,  already,  I  think  the  farmers  again  are  asking  for  a  second 
grade  income  or  a  back  seat  to  whatever  their  city  cousins  are  get- 
tmg.  I  think  those  people  that  are  arguing  a  $30,000  a  year  wage, 
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they  should  be  able  to  pay  a  little  more  for  food.  I  think  right  now 
the  figure  is  out  at  about  $29  billion  increase  in  defense.  I  guess 
that  I  would  have  to  say  I  am  one  of  the  guys  that  is  for  defense, 
but  are  we  looking  at  a  $29  billion  increase  in  defense  and  then 
turn  our  back,  not  turn  it  to  the  side,  but  turn  it  to  the  farmer  and 
let  him  go  under?  It  is  goinjr  to  be  pretty  hard  for  the  people  I 
think  to  eat  a  missile  or  a  B-l  bomber  and  not  have  no  food,  I 
think  that  needs  to  be  taken  in  to  consideration.  Which  will  you  be 
stronger  with  if  the  people  are  well  fed  or  you  have  a  lot  in  de- 
fense? 

Not  too  much  has  been  said  today  about  small  businesses.  I  do 
have  a  small  business.  I  think  there  you  go  again,  I  think  you  get 
down  to  the  point  where  you  have  20,  30  businesses  in  a  small 
town,  you  have  2C0  farmers,  again  there  we  are  a  minority.  If  you 
look  at  the  Sioux  Falls  paper  in  the  last  6  months  there's  been  two 
to  three  sales  in  there.  Not  just  farms,  it  is  agriculture-related  busi- 
nesses. It  is  probably  grain  elevators,  fertilizer  places,  petroleum 
bulk  dealers.  You  don't  hear  too  much  of  that,  but  those  people  are 
in  trouble  too.  It  isn't  just  the  farmers.  Those  people  are  in  trouble. 
I  don't  think  it  was  because  they  haven't  had  the  business,  they'd 
have  had  the  business,  but  they  haven't  been  getting  paid  like  they 
have  in  other  years  because  they  haven't  been  getting  their  loans.  I 
don't  really  see  why  a  person  should  work  all  year  and  then 
borrow  money  at  the  end  of  the  year  to  make  it.  This  is  not  right 
They  are  not  getting  a  fair  wage  for  what  they  are  doing.  With 
that  I  am  concluding,  thank  you. 

Senator  Abdnor.  Thank  you.  I  am  sure  a  lot  of  us  would  agree 
with  you,  and  no  ore  can  question  that  I  can  tell  you  about  de- 
fense, he  may  have  asked  for  the  $29  billion  increase,  but  I  think  I 
am  confident  in  telling  you  there  will  be  no  such  increase  like  that. 
The  other  thing  that  does  trouble  many  of  us  in  the  agricultural 
areas  is  that  agriculture  is  being  asked  to  take  an  ungodly  fair 
amount  of  that  cut,  and  I  don't  think  that  is  going  to  happen 
either.  I  think  it  is  all  going  on  the  board,  and  the  word  equal  is 
going  to  be  all  the  way  through  that.  I  think  if  everybody  is  treated 
equal,  they  might  accept  some  kind  of  cut  and  I  hope  they  stay 
with  that. 

The  one  thing  you  can't  cut  is  that  darn  interest  on  debt  I  mean 
we  would  like  to,  but  that  is  one  that  stays  out  on  the  perimeter; 
but  if  you  don't  cut  defense,  if  you  don't  cap  social  security,  and 
you  can't  cut  interest,  you  are  talking  about  two  thirds  of  the  dol- 
lars we  spend,  and  you  haven't  got  much  else  to  go.  We  just  think 
that  isn't  acceptable,  and  from  what  I  can  tell  of  the  leadership  of 
all  sides  everything  goes  on  the  table  when  they  look  at  this. 

A  Witness.  I  think  in  that  was  something  brought  in  about 
better  retirement  These  farmers  are  going  to  be  close  up  before 
their  time  if  we  don't  help  them  there. 

Senator  Abdnor.  This  concludes  the  hearing,  once  again  I  thank 
you  for  coming  out  and  giving  us  the  benefit  of  your  thoughts.  I 
hope  we  can  make  this  pay  off  down  the  line  when  we  have  some 


232 


228 

evidence  to  show  people  in  Washington  that  rural  America  does 
indeed  count  and  they  better  receive  some  attention.  Thank  you 

very  much.   ^ 

[Whereupon,  the  subcommittee  adjourned,  subject  to  the  call  of 
the  Chair.] 
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freeman  junior  college 

M  748  South  Main  Street,  Freeman,  SD  57029 

Office  of  the  President 

February  11,  1985 


Dear  Senator  Abdnor, 

Attached  are  two  items  that  illustrate 
the  impact  of  the  farm  economy  on  a  small 
junior  college.     Fluctuations  in  donations 
and  student  enrollment  make  planning  diffi- 
cult. 

Thank  you  for  scheduling  this  hearing 
in  our  area. 


Sincerely, 

Dr.  Art  DeHoogl 
President 
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Jar  pfoaantottosn  eaopttoaa  tor  future 
Awdtoon.  "Hopeful*  a  report  could 
be 


ttoa  esJaog  for  a  apodal  Csrparattoa 
Meet  tot,  am  ear*  oWTho  Corpora- 


cburcbes  wore  not  scheduled  to  arrive 


a  raafhujearyplaii,  h*  needed,  for  far. 
ther  apaodtof  (baaed  on  further  bar- 
rewtog,  JMoresng  to  anaahtocranat) 
crpsiapwiiaastoatouwaaootsoftho 

Corporation  to  finish  out  the  year.*' 
President  Dtitoogn,  to  tot  report 


toe  ajnjMejjt  "On  the  ether  hand,  if 
prssist  ceaceraa  anratet,  that  tuning 
would ', .  .provide  rarimnra  epper- 
toaJtytoranpfwaialaiiiaajllvaptoaa 
toraoalyeoi's  spwlliai,  ahaliat  sad 
staff  retention,  ate."  he  eeatfajet 

Those  artisan  were  taken  to  an  of- 
fart  to  prevent  the  drcunaaUooot  that 
tod  to  Yaoktoa  CettopYs  auddea  des- 
tag,  where  a  cash-flow  probtom  was  at 
toast  part  of  tbe  cause.  The  Finance 
Qwnarittoo  antfctoatoda  poribto  FJC 


caah  flew  sanrtaas  at  aoriyae  Kerch, 
based  en  toast  optimistic  protocttoce 
The  Executive  Committee  was 
assigned  the  task  of  aetttof  tbe  date 
and  agenda  for  the  Corporatisa 
njeetinennnd  for  erfnnbriag  dw  long- 
range  atudtos  and  rocomiaaiidattom 
tor  future  deletions.  U  Verne  Craber, 
chairman  of  the  Board  ales  chairs  the 
Executive  Committee.  Other 
members,  who  aha  each  chalra  Board 
Committee,  are;  Rachel  Graber, 
(rarm  and  FWnco) ;  Norouji  Hofer, 
(Building*  end  Grounds),  Syivto 
Hofer,  (Student  Affairs),  Detbert 
Kaofmaa  (Annuities  and  Ka- 
dowments);  and  Tim  Wsltner, 
(Derttopmeot). 


235 


231 


"Slrcn^li  lor  loinornm"  roprt*sonts  .111  i*nu'r)*t'iu  y  I1n.1mt.1t  .ipjmmI 
.ipprnwHi  l)y  tin- <K-nrr.il  (  onirrrnt  r  Mrmmmtr  t'hufi  li  loi  I11vi11.n1 
Junior  College  01  I  rmn.in.  SI). 

Lix.iled  in  :!u*  hr.irt  01  l.irmmn  tounlry  tn  southe.Wrrn  S<iu3li  IXikoM 
I  rcrin.in  |muor  Colli-ni-  h,.s  ollered  ChriMun  etlitt.Hinn  t ■  > ■  smii  (- 
Mint'  I  c>t>  *  LiImv.iI  ,uls  hlenrii'd  with  t  .irerr  ami  \im  .1l1nn.1l  plenums 
prmnlr  \\i-ll-roumliil  1  oursfs  01  siucl) 

llir  Mil, ill   s(  h()ol   h,lN  lr«lilllll)ll.lll\    tlftlW  11   l| v   N|t|)|K)l|   IrOlU  llM  .|l  I 

.ij;mulliiro  Imm-iI  (  niisiiUirnls  ut  ihr  (Jcim'mI  C  otHcrem  r  Mn  month- 
Chun  !i  When  i-\Iimimm*  rams  lurnisl  to  llo.rfls  this  spring.  Ihr  pt.inl 
ingiii  most  crops  was  delayed  as  late  a-.  July.  Conditions  \\ors<«m«d 
.iv  Ihr  growing  mmmiii  was  cut  short  hy  SeplrinlM'r's  r.nK  Host 
n'Millmg  in  .111  uiiNl.ihli'  11  nnnni}  lot  the  t  onininmty 

I  In*  .n Iclilu  111  ol  .1  now  i.iiiti  program  in  I  lra\y  i  oiislrm  lion  lihtip 
iiirni  OjH'r.ition  Hit*  Imililin^  ul  .1  n«>\\  ApoliedSt  lem  osCniier  .mil 
reiently  atqmrrd  >!.ilu>  .1*  .1  t  .iihIkI.Ui*  lor  ait  roditatton  uilh  tin- 
North  Central  AsMKMiion  .ill  indicate  areas  ol  growth  lor  I  rrnii.ui 
Collier  Tit.'  stmi's  to  ( .trry  on  dc\  elopmenl  during  Ihi^  iMi%i.ihl«' iim«* 
rrl>inu  on  plrdgrs  01  .nil  .11  ross  lln*  1  hurt  li  With  \mn  support  In 
il.i\  ihrrr  i.ui  In-  lonliniuil  strength  lomornm 

(  unliilnilioiis  ni.i}  Ih*  made  through  1 iiiigrogaiinns  or  dmt  tl\  s,-iii 
lo  t f it-  .uldrt'vs  helnw 

FREEMAN  JUNIOR  COLLEGE 

Box  1000 
Freeman,  SD  57029 
((•05)  925-4237 

I  ni'iiLin  liimor  (  nlhv  nm-is  uu,  m-,hs  01  ( hnai.m  I  hghrr  I  dm  mhm  11. mi.  .1  \u  imimm- 
\mm<%  tiw*  wltx  h  blrnd  BiWk  ,il  U-.k  lungs  uiih  UU-r.il  Arts  jki^mius  .hvI       t  ,mVi  \>n.i 

ltnil.ll  pl»gf.lllls   »t|llip|miK  slitilrllls  M.|  si'IMii'  in  (  hiisi  .mil  lilt-  SMI  1  Id 

v  HI  ) 


232 


t   PLUNDER,  AMERICAN  STYLE 

PLEASE  Don't 

Ut  Mossago  Dit  FfuCTURIN0  thE  noett  with  fractional  niunwi; 

G«t  CopiOS  TAXES;  LEGISLATION  AND  OTHER  DEVICES 

Sond  to  rnonos 


There  It  a  theory  known  at  the  Theory  of  Cognitive 
Daamoance  (TCD)  which  holds  tint  the  mind  in- 
voluntarily  rejects  information  not  in  Mae  with  pre- 
vious thoughts  and/or  action*.  Brace  yourself,  the 
following  meaaaje  ouy  be  entirely  different  from 
anything  you  believed  to  be  true  heretofore.  If  yon 
are  unaware,  you  are  unaware  of  bring  unaware! 

-MerrlH  Jenkins,  M.R. 


It  can  be  extremely  difficult  for  weD  fed,  com- 
fortable and  amused  people  to  conceive  of  a  system 
of  plunder  that  they,  their  parents  and  grandpar- 
ents were  born  into  along  with  the  plunderers, 
their  parents  and  grandparents,  yet  such  failure  to 
see  does  not  prove  the  non-existence  of  that  sys- 
tem, it  only  insures  that  it  wOl  continue  until  the 
people  are  stripped  of  aU  of  their  wealth  and  re- 
duced to  serfs.  Throughout  history,  governments 
hare  plundered  their  citizens.  Ancient  governments 
dipped  the  edges  of  coins  and  melted  the  dippings 
to  make  new  coins,  which  also  were  clipped.  The 
serrated  or  milled  edr.  of  coins  was  intended  to  pre- 
vent that  practice.  As  time  passed,  the  plunderers 
progressed  to -debased  coinage,  that  is,  base  metals 
were  switched  for  all  or  part  of  the  precious  metals 
in  the  coins.  Still  liter,  non-redeemable  ptper  cur- 
rency was  used  to  steal  the  fruits  of  men's  Isbor. 
The  most  sophistics  ted  plunder  yet  inflicted  on 
trusting  dtirene  combines  the  use  of  controlled 
news  media, » per  and  metal  tokens;  credit  <mone» 
tiled  debt)  and  imaginary  taxes.  The  news  media 
and  schools  deceive  the  people  to  believe  that  cop- 
per tokens  and  credit  are  "money";  that  prices  are 
in  nation  and  that  some  of  the  "money*1  must  be 
returned  to  the  plunderers  as  taxes  even  though  the 
phinderers  have  access  to  unlimited  "money." 


The  plunderers*  creation  and  financing  of  foreign 
"enemies"  helps  to  convince  the  victims  that  taxes 
are  needed  to  support  government  while  bracts  to 
the  most  robbed  poor  buys  votes  to  perpetuate  the 
plunder.  The  ancient  Chinese  carved  in  stone.  "Dis- 
perse the  money,  collect  the  people.**  As  the 
Romans  had  bread  and  circuses,  we  today,  have 
food  stamps,  football,  football  and  fools  on  TV  ad 
infinitum.  We  must  be  distracted  at  any  cost,  after 
aU,  when  the  plunderers  originate  "money**  them- 
selves, coat,  to  them  becomes  meaningless! 

With  50  different  ways  to  spell  'theft' m  the  Eng- 
lish language,  the  most  insidious  method,  inflation, 
is  seldom  thought  or  as  being  a  criminal  act.  UN- 
PROSECUTED  FRAUD  IS  MO  LESS  FRAUD!  In 
spite  of  what  the  inflater  controlled  news  media 
teQs  you.  INFLATION  IS  SANK  CREDIT  or  any 
purchasing  unit  that  the  first  party  to  use  gave  up 
nothing  to  get  Counterfeit  currency  is  a  good 
example.  Ever  higher  prices  am  the  result  of  a 
privileged  group  fa trodudng  into  and  bidding  in  the 
marketplace,  fraudulent  purchasing  units  and  net- 
ting something  for  nothing.  Check  your  billfold. 
Any  bills  you  have  without  a  promise  to  pay  on 
them  are  counterfeit!  That  is,  if  counterfeit  can  be 
defined  as  anything  fraudukntly  labeled  to  be 
something  that  it  is  not  Until  1963,  our  currency 
bore  a  promise  to  pay  x  dollars  to  the  bearer  on 
demand  How  could  the  paper  become  what  it  once 
promised  to  pay  by  atmpry  deleting  the  promise? 
If  it  promised  10  oranges,  how  much  orange  Juice 
could  you  squeeze  from  one  10  orange  note? 


Congress  sanctioned  this  form  of  theft  by  passage 
of  the  infamous  and  unconstitutional  Federal  Re- 
serve Act  on  Dec  23, 1913.  It  was  on  that  day  that 
today's  runaway  inflation  began  to  accelerate.  The 
purported  purpose  of  that  ad  was  to  create  an 
"elastic  currency,"  a  "currency"  that  was  superior 
to  aibber  checks  in  that  it  could  be  stmtches  bat 
it  would  not  "bounce"  back  at  the  issuers.  This 
feat  was  accomplshed  atopty  by  seeing  that  there 
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was  no  space  provided  or  their  checks  (dollar  bOb) 
for  endorsements.  Ckrer,  huh?  Their  unfunny 
money  wu  needed  to  prevent  booms  like  World 
Wsr  II  and  busts  Hkc  f*29  neither  of  which  could 
hers  occurred  without  their  fantastic  elastic  Mod- 
cm  wars  require  much  modem  "money"  and  the 
Federal  Reserve  "system**  is  the  only  source  of 
such  unlimited  larcenous  devices.  PLEASE  see 
your  dictionary  for  'device/ 

In  passe*  of  that  act  and  creation  of  a  private 
corporation,  deceitfully  named  the  "Federal  Re- 
serve,** conjrcss  and  President  Woodrow  Wilson 
sanctioned  what  foflaters  were  once  hunt  for,  that 
is,  fractional  reserve  banking-  In  so  doing,  they 
showed  their  contempt  for  the  constitution  that 
they  swore  to  uphold.  (See  Art.  1,  Sec.  10, 
U.S.  Constitution.) 

When  the  private  corporation  now  known  as  the 
"Fed.**  issued  t  Vir  first  fraudulent  irredeemable 
note  in  1914,  they  began  to  fill  the  lake  behind  the 
dam  that  it  now  re*dy  to  burst  and  drown  us  all 
including  many  bankers  in  a  sea  of  spurious  speck. 

Knowing  the  possibility  of  such  a  disaster,  the 
money  manipulators  devised  a  "spillway**  for  their 
"dam**  which  became  the  1 6th  amendment  (income 
tax).  As  they  issued  more  and  more  fraudulent 
nptes  to  expropriate  our  wealth,  a  graduated  in- 
come tax  wu  necessary  to  relieve  the  pressure  of 
competitive  bidding  of  their  fraudulent  devices  by 
the  unsuspecting  non-bank  public  A  pressure 
which  unrelieved,  would  ultimately  crack  their 
"dam.**  The  same  duped  congress  in  the  same  year, 
passed  the  16th  amendment  for  that  purpose.  It 
was  falsely  claimed  at  the  time  that  the  tax  was 
needed  to  "pay  the  interest  on  the  debt**  and  that 
it  would  "soak  the  rich.**  Apparently  enough 
congressmen  be£nved  that  propaganda.  It  was  in 
fact  to  keep  the  rich  from  getting  * 'soaked**  by 
their  "dam"  bursting! 

The  tax  started  at  1%  and  was  never  to  exceed  3%. 
That  wasn't  too  hard  to  swallow,  was  it?  When 
they  saw  that  "spillway**  was  inadequate,  they  care- 
fully planned  another.  It  was  called  "Social  Se- 
curity." Since  they  couldn't  find  justification  for 
increasing  income  taxes,  a  brand  new  tax  was  the 
answer.  To  make  it  more  palatable  to  the  people, 
employers  ware  compelled  to  pay  one  half.  It 
started  out  at  Just  lft  on  a  maximum  of  S3 ,000 


which  came  to  only  $30  per  year.  Who  could  ar*      vjv  V 


about  that?  Wow!  Only  thirty  bucks  a  year  and  *  **v 
worries  in  your  old  age.  Porui  was  a  piker!  Hot*^^ 
much  are  you  being  gigged  for  now?  t*£  ^ 

Their  whole  scheme  wasn't  too  complicated  They  t,«*Ji&^ 
first  established  that  they  woeJMieve  reserve  re-  - 
quirements  of  40%.  That  meant  that  when  a  sucker 
deposited  ten  dollars  of  gold  in  their  "system,"  they 
issued  a  paper  certificate  that  bore  a  promise  to 
pay  ten  dollars  in  gold  to  the  bearer  on  demand. 
They  gave  that  certificate  to  their  mark  (sucfer) 
and  simultaneously  they  Issued  15  Federal  Reserve 
notes  while  they  kept  the  gold!  The  people  saw 
nothing  wrong  with  t hit,  after  an,  they  could  return 
their  certificate  to  the  bank  and  redeem  their  gold 
anytime  they  wanted  to.  They  simply  didn't  see  the 
barb  on  the  hook;  there  wasn't  enough  gold  for  all 
of  the  certificates  and  notes  outstanding,  only  40%. 
As  time  passed,  they  reduced  their  reserve  require- 
ments to  only  25%,  which  meant  that  for  every 
dollar  of  gold  deposited,  they  issued  one  certificate 
and  3  notes  while  they  kept  the  gold.  Abbott  and 
Costello  made  a  fortune  with  the  routine,  one  for 
you,  two  for  me,  three  for  you,  four  for  me,  etc 

Where  there  wu  once  just  one  purchasing  unit,  now 
there  were  FIVE,  one  gold  coin;  one  paper  certifi- 
cate for  gold;  and  three  Federal  Reserve  notes,  all 
but  the  gold  com  were  ready  to  be  bid  against  each 
other  causing  prices  to  rise.  Take  note  that  we  said 
rising  prices  were  caused  by  the  excess  purchasing 
units.  The  Federal  Reserve  n  «s  were  the  inflation, 
higher  prices  were  the  result  of  the  inflation;  the 
extra  purchasing  units.  (Please  refer  .to  the  third 
sentence  of  paragraph  three  above.)  The  certificate 
would  be  inflation  too,  if  and  when  the  gold  coin 
was  being  bid  in  the  matketplace  against  it 
Theoretically,  prices  would  quintuple  if  all  of  the 
purchasing  units  were  being  bid  agdnst  each 
other  at  the  same  time.  The  income  tux  was  insti- 
tuted to  remove  from  bidding,  some  of  the  purchas- 
ing units  held  by  the  non-bank  public  The  primary 
function  of  all  Federal  taxes  end  many  state  taxes 
today  is  the  same  as  Income  tax;  reduce  bidding  of 
non-bank  public  National  Health  Insurance  tax  will 
cause  a  substantial  reduction  in  private  spending 
if  I 


When  the  Federal  Reserve  wrote  in  THE  NATION- 
AL DEBT,  "The  Federal  Government  in  coopera- 
tion with  the  Federal  Reserve,  has  the  inherent 
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power  to  create  money-almost  any  amount  of  it," 
you  don't  need  Einstein  to  explain  that  taxation  it 
not  used  to  support  government!  Several  Federal 
Reverve  and  IRS  publications  openly  admit  or  at 
least  allude  to  the  truth. 

Every  Federal  Reserve  note  issued  was  one  unit  of 
inflation  for  each  unit  (dolkr)  of  money  that  ap- 
peared on  the  note.  By  .933,  the  infUters  held 
enough  notes  to  claim  all  of  the  gold  so  they  had 
their  front  man,  the  con  man  of  all  con  men,  FDR, 
issue  ar.  executive  order  declaring  that  it  was 
against  public  policy  for  the  people  to  use  gold  in 
trade.  When  95%  of  the  suckers  turned  in  their 
gold,  the  "price**  of  gold  was  changed  from  S20  to 
S3S  per  ounce.  That's  what  you  caU  getting  them 
"coming  and  going."  Not  only  had  the  people  been 
robbed  of  their  gold,  they  were  conned  to  believe 
that  the  dollar  was  something  tangible,  concrete 
rather  than  abstract,  and  this  misconception  greatly 
facilitated  further  plunder  of  their  stiver.  The  dol- 
lar, since  April  2,  1791,  has  always  been  I  measure- 
ment  of  money,  it  isnot  and  never  was  the  money. 
How  can  anyone  say  "dollars  per  ounce"  when  the 
dollar  itself  is  a  measurement?  Title  31,  United 
State*  Code  371,  teUs  us  that  the  money  shall  be 
expressed  in  dollars.  What  further  proof  does  any- 
one need  that  dollars  are  not  the  same  as  money? 

Until  June  24,  1964,  silver  coins  were  current  as 
money.  Whit  took  their  place?  Before  anyone  tells 
the  IRS  that  they  received  or  spent  dollars  or 
money,  it  would  be  advisable  for  them  to  learn 
what  became  current  as  money  BY  LAW,  when 
silver  coins  ceased  to  be  the  money.  Anyone  charged 
with  tax  offenses  should  file  an  interrogatory,  ask- 
ing the  revenue  agents  to  teU  them  what  commodity 
b  current  as  money  pursuant  to  Title  31,  UXC 
371. 

After  the  crash  of  1929,  many  people  lost  con* 
fidence  in  ths  banks  and  were  more  inclined  to 
make  "deposits"  in  their  back  yard.  When  the 
Federal  Reserve  tells  us  today  in  MODERN  MONEY 
MECHANICS  that  our  ban*  deposits  art  merely 
"book  entries,"**  you  think  that  the  FJMjC.  was  9 

•"!"•-  *********  Jo*  o(M 
uunfltfohb  silver  or  was  this  agency  oasJedaossV, 


■^ryggrfld^  M^Etetjal  Reserve  *sy» 
rmC  wW  "book .mt*j&.mmj*tmik*ny 
>  twitched  f  i  ,nen*  **.rWlt»-sfr£t  *ht  Econ- 
omics textbook  in  one  St.  Louie  County  high 


school  reads:  "To  help  restore  the  public's  con- 
fidence  in  banks...  Congress  passed  legislation  set- 
ting up  the  FJJ.I.C."  There's  your  answer!!  Further 
they  state:  "Income  tax  is  one  of  the  government's 
most  potent  weapons . .  .**  Income  tax,  A  WEAP- 
ON? Yes,  it  It  but  their  MOST  powerful  weapon  is 
FEAR.  The  avenge  dtfcen  It  to  cowed  with  fear 
that^d  rather  play  the  game  and  send  reports 
of  "dollars"  earned  tad  spent  to  IRS  than  to  ask 
the  IRS  what  the  money  it  by  lew  that  those  dot 
«"  " ,gy»! :<»  W3,0fiOtXtk4, 
rm  mm  *mM$  the  tenia  reason  we  accept  their* 

C  spsttass  devices  it  becanst  of  "confidence."  Are 
they  or  are  they  not  essentially  admitting  that  they 

^SSr^^^^9^1  tly  thekfh*t,y*% 

-  *"  *>  *■  m*my.  S*m  never  got  expensive! 
Tht  Fcdl, ko^jangoy  Itnsed  to  sntsry  fraudulent 
deaai\»ygjj'^ig^taot  to  sswstnt  expoeurc  ot 

by^mtmttktkvcoia*  became  airmkss. 
The  Federal  government  profusely  publicized  the 
fact  that  tht  new  "doner**  coins  contain  only  3 
cents  worth  of  copper  and  nickel,  a*nnm>f»  ntf 

In  1920,  writing  in  ECONOMIC  CONSEQUENCES 
OF  THE  PEACE,  English  economist,  John  Maynard 
Keynes  said,  "Lenin  was  certainly  right,  there  U  no 
more  surer,  snore  subtler  means  of  destroying  the 
existing  bans  of  tockty  than  to  debauch  the  cur- 
rency. By  a  continuing  process  of  inflation,  (credit 
usage)  governsnents  can  confiscate  secretly  and 
unobserved,  an  important  part  of  the  wealth  of  the 
dtitens,  The  process  engages  aO  of  the  hidden 
forces  of  economics  on  the  side  of  destruction  and 
does  it  is  a  snanner  that  not  one  man  in  t  million 
can  diagnose.**  Further  on  he  wrote,  "If  govern- 
ments should  refrain  from  regulation  (taxation)  and 
allowed  matters  to  take  their  course  (price  ex  p  lo- 
tion), tht  worthkssoes*  of  the  money  becomes  ap- 
parent and  tht  fraud  upon  the  public  can  be  con- 
cealed no  longer."  How  true!  in  197!.  Richard 
Nixon  acid,  "I  am  a  Keynesian  in  economics.** 
The  high  school  text  (above)  says  the  Keynes 
theory  k  "most  widely  accepted  by  economiats  fa 
the  nations  of  the  Western  industrial  worst"  This 
writer  behaves  that  we  need  never  fear  an  invasion 
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at  loot  at  wo  have  Keyneeien  economists  showing 
15,000  wsnmirclal  hankers  how  to  destroy  the 
txJftiB«ba*of  tocfcty  by  tanik«atdit  that  they 
call  "money.** 

Writing  to  Ami  feuce  of  St  Louis,  the  Honorable 
Ron  Paul  of  Texan  said,  -Strictly  speaking,  it 
pro  saury  is  not  *mtmmtf  for  the  federal  govem- 
saawt  to  tax  aayooa  directly.  It  could  simply  print 
thn'money  it  swede.  However,  that  would  be  loo 
bold  a  stroke,  for  it  would  then  be  obvious  to  all 
what  kind  of  counterfeiting  operation  the  aovtrn- 
nwu*  is  nauniag.  The  prsestit  system  combining 
taxation  and  inflation  is  akin  to  watering  the  milk: 
too  much  water  and  the  people  catch  on.** 

There  yon  have  it  from  a  congressmen!  Taxation  is 
used  to  get  some  of  the  Mwater**  out  of  the  "system** 
so  that  we  wont  "catch  on*  that  government  takes 
everything  they  want  from  us  without  compensa- 
tion in  total  violation  of  the  5th  amendment.  Legal 
tender  lews  compel  us  to  accept  their  "water**  and 
wo  donl  complain  because  the  same  laws  compel 
others  to  accept  it  from  us.  Only  if  we  hurry,  can 
wt  obtain  something  of  value  equal  to  what  we  sur» 
rendered  for  their  illusory,  watery  "payment.** 
Their  "water,**  like  water,  cannot  flow  uphill  to 
its  creator  as  taxes. 

It's  reasonable  to  assume  that  when  .  *st  slaves 
were  Neck,  some  staves  were  selected  to  control. 


indoctrinate,  and  amuse  others.  Today,  such  people 
are  called  teachers,  preachers,  lawyers,  judges, 
CPAs,  editors,  police  men,  revenue  agents,  actors, 
and  baH  phyers.  Other  than  the  judges,  it  is  not 
likely  that  any  ofthese  know  the  dUbobcal  pur- 
pose  they  serve.  Haven't  rJ*eu  over  wondered  why 
aeeors  and  een^saVynn  see  warn  so  highly?  THEY 
MUSI'  XJU9P  US  DISTRACTEM 

Whan  wo  accept  the  debt  snetntments  of  a  private 
corporation  feral  that  we  produce,  than  through 
rear  of  fanprisonsnent,  return  n  gmsTsseled  percent* 
age  of  thorn  amen  papers  to  the  sense  private  citi- 
zens who  first  got  them  Car  nothing,  sf  that  isn't 
slavery.  WHAT  1ST  KuMai  Kahn  did  the  sanee  trick 
in  the  13th  century  with  straps  of  luvprinted  mul- 
berry bark! 

To  regain  our  freedom,  ufl  legal  tender  laws  must 
be  repealed  and  100%  redeemable  currency  must 
be  re-instituted.  Government  by  the  producers  of 
wealth  can  exist  only  when  wealth  at  used  as  a 
medium  of  exchange  and  public  servants  are  de- 
pendent on  being  peid  with  some  form  of  wealth.  m 
Inflation  is  bank  credit  JAMCptEttT  IS  THE* 
CANCER  OF  aVtUMTON.  n-nee  get  under- 
standing. Study  the  writings  of  Merrill  Jenkins, 
Monetary  Realist  Get  a  copy  of  "Money,"  TV 
Greatest  Hoax  on  Earth,  i  Read  it  Ask  about  his 
other  books  such  aa  Everything  I  Have  Was 
ThelRS.2  Please  distribute*  copies  of  this  mi  stags 
1 5  copies  $2  or  100  copies  $9.  Do  your  pert  Pkase 
get  mote  information.  Send  $2.00  for  tax  packet 
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RELEASE 

-  *NK9B'  XJBAL  WOflS  10  3B  OTIC  OP  OK 

in  raapontt  to  •gre^eaootroa^£«Bm  about  focr  loauraa  and 
toed  ligation,  a  l.g*i  aaainar  will  to  held  on  Saturday,  Oaoaabar  15  at 
tha  Baal:  Itataai/Starllto  Villas  (foraarly  tha  Oomtatl  ftaaada  ton)  in  Da. 

jNointa.  Spcworad  by  tha  Wdyat  Of £loa  of  Sural  Aaarlca,  a  nw^wrflt 
rural  advocacy  W#  the  Saainar  will  concantrata  on  tha  lagal  rl*tt  of 

,  Ugma  **°  m  **rowara  of  local  Production  cradit  Aaaodationa  aid 
Fadaral  J*nd  Bar*  Aiaxiationa.    TOgtthar  tha  KVa  and  U'«  aato  up 
U  known  at  tha  fen  Cradit  syataa,  a  radarUly  cfctrtarad  coopatatlva 
landing  inttitution  *mUBjBmjmt**m*m 

*0mmm?pmtB  KXir  goal  it  to  ancouraga  conatructlva  changt  within  tha 
*ar«  cradit^ata.,  art  to  being  aoout  graatar  f«aac  participation  and  a 
battar  ocganl^tion,-  aaJd  Oanlai  Uvitaa,  tar.  organl*ar  with  *ral 

•  Aaarlca. 


*****  r,.,  *rmm%iY&i*^&^mMi^ 

\  Saalnar  ocyanUar  and  raaaarcn  aaaiatant  with  Rural  AaarlcVa  ttdwaat 
Offloain  n»  ftoinoa.        ara  racaiving  aocw  and  aora  «1U  daUy  on  tha 

MfcTfOMAt  Office:  1*4  OmmcA  *  Arcmm  HW  WmkU+m  DC  MM  td  jfh  m$H/m  J 
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Farm  Survivil  Hotline.  A  significant  number  of  those  calls  have  involve  FCA 
and  fib  borrowers.  tt"Ts~clc*r  tiiat Iowa  farmers  would  bsntfit  tar*tiitfri| 


CJ>    ^-awcClntaowtiorf  about  their  legal  rights  and  alternatives  to 


hnnto^^^na^Ars^laJbfisd^  \ 

Leading  the  day  long  session  will  be^fcsftWt-  foner  corporate  secretary 
and  legal  counsel  for  the  Federal  Intermediate  Credit  Bank  of  St.  Paul, 
Minnesota.    Mr.  recently  left  his  job  of  IS  years  within  the  Fare 

Credit  System  and  has  now  devoted  his  time  fully  to  preserving  the  family 
farm.     "It  is  imperative  that  fanners  have  all  the  tools  to  negotiate  with 
their  local  FCA  and  Federal  L&nd  Bank,"  Oorum  stated  in  a  recent  interview,, 
"Farmers  must  know  how  the  Farm  Credit  System  works  And  how  they  can  make  it 
work  tor  them,"  he  said. 

The  Seminar  is  open  to  both  farmers  and  attorneys i  Those  lawyers  who  engage 
in  litigation  on  behalf  of  the  Farm  Credit  System,  cr  other  creditors,  will 
be  asked  not  to  attend.  Fees  for  the  Seminar  are  as  follows:  Individual 
farmers,  $35;  Farm  Oouples,  $50;  Attorneys,  $75.  The  Seminar  will  begin  at 
10:30  AM  and  ca&inue  until  late  evening.  The  fitefci  Wustern/Starlite  Village 
located  benind  Vets  Auditorium  on  3d  avenue,  south  of  1-235  near  downtown 
Oes  Marines.  Those  having  questions  about  the  Seminar  should  call  the  Rural 
America  office  at  515/244-5671. 

I     *  I 
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FEDERAL  FARM  CREDIT  BOARD-STATEMENT  ON  LENDING  UNDER  STRESS  CONDITIONS  -  FEB.  1983 


•RECOGNIZING  THE  CURRENT  PLI6HT  OF  THE  NATION'S  FARMERS  IN  WHICH  THEY  HAVE  EXPERIENCED  DECLINING 
PRICES  IN  THE  FACE  OF  MOUNTING  OPERATING  COSTS,  THE  FEDERAL  FARM  CREDIT  BOARD  PLEDGES  THE  FULLEST 
SUPPORT  OF  THE  COOPERATIVE  FARM  CREDIT  SYSTEM  IN  DOING  WAT  IT  CAM  TO  iSSIST  HARD-PRESSED  MEMBER- 
BORROWERS  WHILE  CONTINUING  TO  CARRY  OUT  THE  INTENT  OF  CONGRESS  BY  MAINTAINING  A  VIABLE  CREDIT 
DELIVERY  SYSTEM.  ?^<VKM^FAn<WilT9M^iAFf H^S^^EKi  IflNG-^TANBlIi  POLICV> 
-fW/mf-  THAT  IS,  STICKIN6  WITH  A  BORROWER  SO  LON6  AS  THERE  APPEARS  TO  BE  A  REASONABLE 
POSSIBILITY  FOR  HIM  TO  WORK  OUT  OF  FINANCIAL  DIFFICULTIES  AND  RE-ESTABLISH  A  FULLY  VIABLE  FARM 
BUSINESS.  IN  DO'NG  SO,  SYSTEM  INSTITUTIONS  HUS7  BE  PREPARED'  TO  REQUIRE  THAT  ADJUSTMENTS  BE  MADE 
OR  DISCIPLINES  EXERCISED  TO  HELP  ASSURE  THE  BORROWER'S  ULTIMATE  RECOVERY.  1*€&4«te"M'Jfl» 
$K»fMlt!C  fcTKft  K  75  BE  A*)!BE»  UNLESS  AN)  UlMfK  IS  NQ^KASONABLE  ALTEJ*T1VE  «WB  g 
9  ACTI«l'«IA!lf!C  •  IN  CART.YIN6  OUT  THIS  POLICY,  STRONG  EMPHASIS  MUST  BE  PLACED  ON  APPROPRIATE 
LOAN  SERVICING  THAT  WILL  BENEFIT  THE  BORROWERS  WHO  ARE  COOPERATIVE  AND  MAKING  AN  HONEST  EFFORT 
TO  MEET  THE  CONDITIONS  OF  THE  LOAN  CONTRACT.  IT  IS  RECONGNIZED  FURTHER  BY  THE  BOARD  THAT  THE 
DESIRE  TO  STAY  WITH  FARMERS  IN  DIFFICULTY  MUST  BE  BALANCED  AGAINST  THE  NEED  TO  MAINTAIN  THE  600D 
REPUTATION  FARM  CREDIT  SECURITIES  HAVE  IN  THE  FINANCIAL  MARKET,  THEREBY  ASSURING  THE  SYSTEM'S 
ABILITY  TO  RAISE  LOAN  FUNDS.  SINCE  THE  FARM  CREDIT  SYSTEM  IS  A  PRIVATELY-OWNED  INSTITUTION,  IT 
hAS  AN  OBLIGATION  TO  ALL  THE  FARMERS  WHO  OWN  IT  TO  RUN  A  SOUND  BUSINESS  AND  NOT  PUT  SOME  BORROWERS 
IN  A  POSITION  OF  SUBSIDIZING  DEFAULTING  BORROWERS  AS  A  RESULT  OF  EXCESSIVE  INTEREST  AND  LOAN  LOSSES. 

■THJS,  THEFEDERAL  FARM  CREDIT  BOARD  RECOGNIZES  IT!  dLIGAT  ibw"  TO  JPROTKT  THE  1NTEKST,I)F  M.VB9 
WWjfi**-  BOTH  PRESENT  AND  FUTURE  -  AS  WELL  AS  THE  INTEREST  OF  INVESTORS  UPON  WHOM  THE  SYSTEM 
DEPENDS  FOR  LOANABLE  FUNDS.'  ^ 
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1)  HR.  CHAIRMAN,  I  MOULD  LIKE  TO  ASK  HR.  LARRY  EDWARDS,  DEPUTY  GOVERNOR  FOR  SUPERVISION,  TO 
TAKE  ON  THE  ROLE  OF  A  LOAN  OFFICER  AND  DISCUSS  THAT  ROLE  IN  MORE  DETAIL  SO  THAT  YOU  MILL 
ACTUALLY  KNOW  WHAT  IS  POSSIBLE  BETWEEN  THAT  FARM  CREDIT  INSTITUTION  AND  THAT  BORROWER.  LARRY 
PLEASE? 

HR.  EDWARDS.  THE  FIRST  THINS  THAT  THE  LOAN  OFFICER  WANTS  TO  DO  IS.TO  GET  FROM  THE  BORROWER 
HIS  CURRENT  FINANCIAL  CONDITION,  WHAT  HIS  BUSINESS  PLANS  ARE  AND  HOW  THOSE  PLANS  FIT  WITH  HIS 
FINANCIAL  CONDITION.  WITH  THAT  IN  FRONT  OF  HIN  AND  THE  BORROWER'S  CREDIT  RATING  IN  FRONT  OF  Hilt 
THE  LOAN  OFFICER  HAS  THE  ABILITY  TO.SR&T  FORBEARANCE,  TO  IOAY  CHWAIYE  PAYMENTS  *  MtffffiV 
AND  INTEREST,  TO  RESTRUCTURE  THE  LOAN,  TO.  SPREAD  OUT  THE  MATURITY  AND  THEREBY  LOWER  MmW 
}  IF  NONE  OF  THOSE  OPTIONS  CAN  WORK,  THE  LOAN  OFFICER  LOOKS  AT  WHAT  THE  POSSIBILITIES  ARE  FOR 
SHIFTING  IT  TO  THE  LAND  BANK  SYSTEM  OR  AN  INSURANCE  COMPANY,  TO  AGAIN  SPREAD  OUT  PAYMENTS  AND  TO 
HAVE  SO  HUCH  COME  DUE  IN  A  SINGLE  YEAR.   IF  THAT  DOES  NOT  WORK,  HE  LOOKS  AT  THE  ASSETS  THAT  THE 
BORROWER  HAS  THAT  COULD  BE  SOLD  THAT  ARE  NOT  AS  PRODUCTIVE  AS  THEY  SHOULD  BE  -  HOPING  TO  REDUCE  « 
THE  BORROWER'S  DEBT  BURDEN  TO  A  MANAGEABLE  LEVEL  THAT  WAY. 

IF  THERE  IS  NO  OPPORTUNITY  TO  DO  THAT,  HE  LOAN.  OFFICE!  MAS  THE  AUTHORITY  AND  JOES.  JiRtLtfflB 
THE  FARMERS  HOME  ADMINISTRATION  AND  OTHER  CREDrlORS^fcitttfHtT  TfcHNJ  OMR  FMVCJJfc^to 
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THE  LOST,  STARVING,  "ENTITLED"  HUNTER 


o 


IY  TOM  ANDEJtSGN 

A  connate  rtportad  ftcaatly:  "Uka  imflwAv^  a 
fcaaral  ukww  of  wtlfcn  cam  woak)  mm  major  rmtadal 

■W.  W«l  MM*  or  local  hm  My  amnty  axcapt  what  it 
rotfWiattt  ftxm  iha  ycfk  Watfm.  hha  Tfrtaafr  rmyihka, 
4k,  momM  m  hoaafct,  raa  aad  paid  f  or  at  home  The  foil  of 
tha  (taarahm  fa  to  ao  twiy  with  mw  wwlfert.  AM  Uttr,  to 
Mawaywk*ahtatataa, 

CCMTMMM  Mt  MttttftO  #W  MMft  what  it  UMtfrOM 

Mt  iwowfa.  Foe  torn  tMtai  to  ajm  aaoyit  who  prtftr  to  loaf 
man  Jfcaa  wart,  a  part  of  tha  worW  nward.  fonts  tha 
work*  nto  favohurtary  wrrttwa*.  Aaa*  mm  la  Jut  •  feacy 
Mm  (by  Monty. 

Wa  who  acthtfr  oawom  tha  lihhiiaii  hfaartMt  amtrao- 
dm  of  ow»fawnl^cmCifitaafatfc  gamaamloajrmaom 
m  Miami  m  ttmctctfcal  ■Kirtlnaam  who  mpact  too 

Mnm  of  har  ahamt  hwmmi  at*  ahfcc  Tt  al  itarndwitk 
atevM^totetatlMtno^HctaMi." 

Whm  I  Mamma*  to  iMiddMt  tafc  ahmt  what  nay  fcmom 

MJ  thtk  MMWMMI  from  tha  fWiriMt  mm.  I  thh*  of 

Tatty  Kcoaa.li  TcaMy  was  fttnj  om  of  hh  raachm  at 
nmaa»tm*»hMomofhfacoarhoysa«^ 
conl  which  ha  ha*  Mwiwfeh  amy  nam  warn  which  ha  hm 
ahomtfct  ■om»mhraam.Tmawoftharaan  wn  that  to 
tana)  a  atny  vhoat  owmrakh)  la  wakaowa  tMts  tftlt  k  tha 
armaar.  amt  T»aa>  coiihi  aw  that  Mm  aha  law*  otwjmrtca  ***** 


iMj  ha—  taaaaM  (ami  at  that  mm  tha  manm  Court  had 
*•*  aoaa  aoX  M  kaat  half  tht  cwVwj  wnaa't  from  hia  harat. 

Tht  tMpmai  ajrtttal  hit  ftmlliMa  Math  m4  roara*. 
-y«*ia<Wwar 

fhaaff  How  mmT  AaawaMi  tht  hwaaaloai  cowhoy. 
rw  *ww(  i^ooatrM  itatatc 

Tha  auavhov*malfmamw«alaiJfraai 

Hmmnn  of  Coaajrmmm  mi  Saaatoo  aw  aow  mmmV 
at  amtr  CMMMMtt:  look  at  tht  "a«aMaw  «  a"  I  ao-  for 
yoaT 

M 


That'a  aocattri  ^witrtl  AM."  "Somahaiy  aha'aahi  for 
It  Thtaa  crook*  aaaal  httoaa  from  tht  otftyan  amy  yaai , 
tettmj  tha  Totan  "lombnfr  am*  wtid  far  it  la  moat  cam 
tht  vocm  woahJ  aot  hart  htaa  wflaaj  to  way  "tha*  on" 
ai  oaay  for  it 

Tht  mm  ~wrwi"  aaaafc  han't  naatkMM  h,  to  my 
kaowkim,  hat  tha  Itttam*  (aormaly  mttwmMy  wmtiWI) 

waata  to  do*  a  i  an  of  army  ham  which  an  ao  k>*aar 

aaaaW.  tat  tha  Coaa/am  la  ami  mmmb  hwohaa  woa*t 
•aimJt  It  haoam  of  tha  JoU  ami  Mml  ammy  tMarama 
woaMlom. 

Tha  ^iMmm,**  m  ma  al  ktoa?  aaa  al  foe  oaOMj  Otmaaa 
awmamg  (ami  aothaag  «aa>>  Actaaly  tha  nfMraT  Coaanm 
ama  ao4  3taatoa  fat  $44  hBhm  ha  mt  Pw/Maa  hwimt  aot 
to  hay  aamrity  hat  to  hay  torn,  Tha  P*mmm*Wtmkfor 
K  mml  ami  it  ami  aama*t  wwatitTht  kahimau  who 
mmJ  for  thia  ii iriiiilimtli  aamt  an  "mtaiaT  to  ha 


Faaaral  AH  k  a  tfaaaaJc  fcawi  hi  which  I 
aaam  hit  aalar  to  Witfiamiia  wham  tm  t 
othm  latchm  anoar  thirty  Ma  nan  ancfc  m  a  ajft  to  hay 
mMMMj  «hJn  trohaaty  amm*t  aaaawi  hi  **  flat  anc*. 
roaaialAUhaam>viwmsWitmahtmt4tohM 


Oaca  a  haam  aa4  hia  aag  man  Vmt  hi  a  tan  lonat 
Roaty,  fa  ^lajinriat  tha  atanhwj  haam  ihaafcH  off  hat 
aof-a  ul  awl  m  b  oa  tha  An  n  hoi.  Hm  ha  am  throw* 


MKMaoMWthahoaaatotMahmiiih^aotwho 
I  tht  mmiaa,  ami  tan  akhwi  aaa  maatw/i  htai  m 


TWfraMaiiHmOMMMtmMmvMiai 
cnofcM  haam  at  MB  tamftaml  -  ml  kat 


TlM?  trtkm  am  mmmmi  #wm  aW  STtUUOHT  TALK 
"»mhrm  m*  •  ymrl  fi.  0.  Mm  10.  fkmm  /mya,  TN 
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'  Wt*  aam*  mi  Art  ft*  On*  of  I9M  ton  ilmaV  km*. 
Altomto  !  lam  wwym  to  torn  hi  *li  Mi  otkor 
Irtnct  toot  otonoa  rnkfeoanktoatkn  tonocktotcmtJoak 
aot  amaya  «naot  1  Saamytk  otob,  wit  k  tyafcaoy  • 

MM  offMh  OJIIO^tWOMlOjOOOlMl^ 

r  oat,  MOM  aoaan  at  Snonayok  Malts 
akankoi  la  mm  air  aaa  rtoaoda) 
aam)  *  «»  at  hat  took  flat  Cm* 
OaoX  ay  Ian  l«f, Mm  Yortmock  •  *" 
foiaannf  tka  awrt,  It  Imkmf  tka  otofco  cokon, 
a«o»^MMmMiaVti*m«ritockm<lMfla» 
ctol  aam  »<totoa  kto4  of  latonui  tomatty  ton  wwart> 
Haaaty  maoo4  f Of  tmw  aaa*  moOat. 

Tka  aartfata  c7  koaaan,  aaatom  mom  mi  atotom 
amokoati  wtm*im*9mm*7mmdt*mmmn 
Z*mkm^mmmmmm£H«\nf,m4w«mymi 
feaacM  aflatn  ftonc*4  aa*  art,  TtmA  mi  too  mm 
aoiah  of  P.  Scott  ntxaaraU  iron*  ttmkomy  at  too 
pdictori  toata  m  coammk  .  afaoraaanfe  elm  cock, 
tat  panto*. 

Exactly  tot  am*  jt  na  miaoml  amnjtot  aac- 

•to  actor  a»  too  faafc  of  tin,  wkkk  <«at  anaitoto  at  tot 
"Garni  Am"  ay  Maik  Tamo,  Rant  too  oU  of  tot  Or*  tor 
to  tot  kaatoato*  of  tot  aaok,  too  akana  coram  of  too 
"Kokotr  ktomT  of  Vol  fcjott,  %  Gooai,  Jaa  Hm, 


SJnlnto,  toe  oaakorfc  on**  of  lf»  am  oarkjoa  mm 
otnroctm  too*  too  Hack  ontoantoa  mm  mrm\  at  k  toft 


falevoi  ky  tot  aOkttc  Arm*  toototota 
■mli  ih  'rt  in J  laaotok  T  loaoj  |  al — l  toaV  la  too 

Nm  York  mm 


  ,  mat  oa  icaiom, tftat  tka  Vlmm  War  mt 

kot  coottoaof  to  ftm  la  tonatKy.  lot  wo  aif  am,ltktokot 
tot  akaatoto  aaat  of  cat  fiaaacto)  mm  of  oot  amxatloo.1 
too)  kono  ikat  oar  local  atooo)  koaato  m  ontonfecoaafctor- 
tea tka  aattoaacttoo  of  inn min  loaniitotMontoackooh. 
What  wH  toty  wpat  to  to  aaat,  mall  lallani  trikoj  toktok 


Otkor  too*  of  too  oa4  of  to*  fanoctot  oca  at  oot  dm  la> 
ctooa  a  30  mctat  toman  to  tot  imtoar  af  aftkary  torn 
Ittnra,  too  oicatottot  ammo  of  toaamtoorofomoatkm 
aaa*  aoar  fotam  imtiacti  —  aa*  too  a/ama*  kmffmoet  af 
too  aaaanl  aaaMc  to  boat  lot  a«tojoittoiaaartoa*tooactoa 
wot  too  ooan  of  TWC  oojootoo  fat  jajli »>  il  H  waidi 
toaaa^a^aajoat^aolaVIU^UlTaocoioj  atoii  aaai 
oa  to  ooacmo  Aaatriofa  oanoat  ^ajkoat  aaooT.  «kato«*o 
+xtim  mIm  ctoar,  imt  aatNaa  toaMt  avaaMfic. 

Nov  mm  k  acdtoto  anoat  o*k  kato«  tooUS^orofoa 
lovtot  It  Dm  aaoaar  arimjitoaa  ttota  a  oa  iiualfcatoa 


awaa  to*  ota  ool  Inn  Hi  of  IM4  -  97  al  too  mom 
IwaaattoC  kacaaoi  It  m4l  aa  lo  amky  aaainrti  i  tka  car 
raat  nf  airir  lUBaaifiary,  far  frai  aatog  a  tojaaf  arwooto. 

■atojoof  iiaoj  kaaaj 

Wkoa  AaaMtoa  flnt  mmrni  Wotto  War  H  oo  nOwit 
aKtot  of  oaionaai  mm*,  Iko  PacaV  Boat  vai  aaoaat 
otobcyaiatfto^Hofkof^aaanatoftooiaoai 
MBe  aoaw  «aat  of  Hanoi  oaja  oiaaoo  to  a  atottof  ofaVyi 
aa4CaaaaMUooatoaajaooaoiUl>i  ml  utiojiatoi  to> 
aooky  to  aar  ceaatat  waow.  Wa  van,  to  Aort,  oai  caaato 
ftotooa  of  in  1 1  io  i  aataatoa  oai  itaatoaaoaqr.  Ooto  «Aoa 

aoacoaaato  too  tort  toot  aoooiatoaoaaj  QwojKwtoa 

oat  Tory  aaMrat  ataftaa  aattoo  at  oofca,  mi  aoaaatoto  toaa 
froai  Oatoati  ta  vtctadaL 


•^j^w**  "^qr  npafan  caaanar  i 
oftoa  IM  atooi  too  Aaa  goal  Hm  k  atoycoatootyoatoJao 
wortataaiaaVWIaMaaaocoaoafaajoaiiaptoiiil  takoot 
too  toona,  toon  to  oa  ktcoottoa  e>  atoa  aJaWkjr. »  avoai 
mmmmnmtmAmfmmxm  mm  mmmnmlmm 
tootcaankawiliil 

Hit aton  Miaaloa,  oa  too  lokir  aiioi.  aaaton  oaacoia> 
am,  orawao^oaot  aa4  ■  Botaaaal  fat  tjookto.  Tkot  k  otoy 
too  naff  noort  toot  too  am*  aaa  kacaaoi  ^kaoMt  oa 
ta«Ho>»kapta^aaa*kolka4aQa»ftotom^ 
tokto  of  aokw  oof  toaaonoar m  aoytoia«kot  oatkakak. 
Par  asaooto.  too  Caaaatrolaj  af  too  Ctoaaxy  oow  aooato 
toot  too  CoatoawtoJ  ttaak  took.  *lar  olotoatotooatoaoar 
am  aa  mmmU  ta  mn  fatal  Tka  mow  ak»  aw  aot  a 
katoot  kot  otoy  aa  ihirrntTi  ooy  if  pnoonatothojiil 
iifiato  Taaa»iaY«witl>il|i  ^aaW0MClMtll■llt^^a^l 
aat  toot  al  of  took  aoaky,  ojal  otoor  ciatotoaia»  toctotoaa 
kaaaVotota,  ototot  tool  aaait,  aT  aot  al,  of  took  totom  oo 


Tka  toOi  ooatoor  of  VX  kaak  Mktoo  for  1M4  oooU 
laatk  10,  aaaatotol  to  oanoat  oatoootoj  ky  raototokoaktoa 
aatkorttka.  Tkk  oaaaai  toot  tkm  caato  atto  W  at  hoot  • 
ooaaa  aaara  to  oaaaa  aatwaaa  oaor  oof  tooooiof  toayaoc 


coajoaaty  ototytox  ato  araaam.  to  ot  too*  miC  af  too  ISO. 
U£  ooaaaofctol  koak  totaaai  toot  kaaa  oaaaiaai  Oactol  too 
aaat  tkm  yarn,  n  to  tori  am  ky  kaak  ofltoOJO  aot*.  too 
rrtoaay  toeaar.  Tkm  cttotottl  vm  aatojfoi  sot  ooto  tkoct 
,  kot  atotoytef  loaa 


Tkk  k  yot  aoatoar  amrna  o  aoaoan  oqr 

aM1^"  imte^aiTariia  oftaSySm^ 
katoaatoo,  Dartoj  too  cokom  af  lt»  -  n.  k  vat  fomf 


toot  rotoatoama 


kaooi  yom'of  too  ton  IfXTu  Wa  m  am  totoomtoi  too 
mat  totoi  to  ka  tioaof  too  only  lfaV«.ml  tktoyoriofof 
mk  atoeoaartot  ooaU  ka  ton  toakwto> 

Aa4ma«v,to*mnto«akato«ac*ammtiaaa^ 
amoantoj  to  KY  notot,  I  coa  oofv  ato«  **«tona  km  yoa 
ama\tmiotoBmmvaaftriWtoaamomm,toaUJ. 

katoa,  to  tor  tkm  km  kaaa  amaatotoo  ktoarafto  to  aaU, 


I  am  too  kmc  cm,  aottooa  ao  toaam. 
Tka  otooto  of  nmlntoa  k  oat  akoot  aa  kotov  kk 
aaaot  to  ml  Tka  aamc  aaa  kaoam  paypkaaatonaw 
ntoaonoS  ky  too  aaaaanton  kaam  oo  too  oaat  no  yam. 
Am  my  atock  or  oaaoooomt  aaakar  km  omk  oakwknoV 
toov  m  ajttaaj  aoar.  Dactof  too  Anmjt  taty,  for 
*  tf  aoUk  f  oonaaaaaotoaoQ  uaatoa 
.  omfct  ato  km  HtoM.  TW  "tow 
k  aot  aoaatoj  far  a  am  kooaj,  kot  far  i 


TokofOato  ma 
moafcf  4  mm  Matojjj 
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HOWS  THAT  AGAIN,  MR  ADVISOR? 


IY  JAMES  L  GMESN 

nQFtSSC*  EMKUIUt  OF  BCONOMJCS  -  IMV.  OF  GA 

Whto  you  pkyifcfca  iMm.  "Von  kn,  m  mm.  ak 
awafa  to      In*  *  Hi  b  wk  always  tkjtt.  k*  kaote 

m  M«dM  k  t  kmmx  aktr  mm  m  art.  At  txakti  aai 
tttki  pfcysdu't  aaffity  to  fovea*  k  qpltt  joot  (Haft  k, 
howtm,  MfljdMt  mot  fat  ioatt  far  yoa  to  mm  a 

•KOMopkJoa.) 

Oa  At  otto  kaai.  tcoaoakii  aai  flaaack!  oirkoa 
pcactkt  aa  art.  Mfawats  an  aaaM  oa  mm  Men  fat 
«*fcct  WM(tnda<iattffaMatfoa.YMa«ittaaMp^ 
whta  yon  a*.  IfcVi  fatajak.  Ml  MWT 

bar^Myriilaiaa^t^aoaaeaaMaaiaaaackt 
■jwkttt  ha***  aaarya»  oa  tmrnrnti  ftkekka,  a*> 
tioa^aHaamaactfaaiaaaiaactiaatapTtriraa  itkaTi 
l*mm*mi  faacaw  mi  to  at  taki  mmi  tin  a  mm.  wt 
~*  ~X~  — "     T~^rrria1a|  aaaim  k  i 


a*  "Cut  to  duo*"  md  mm  mmmx  la  a aawi 
acoaoaty.  junaanal  avaaaft  m  aaaakt  aai 
tak*  ajttotias  cai  Nfakkry  aowa*  «aaMt 
foe*  at  lout  for  a  mm,  mmmm  aaa*  mm,* 
r^mtfmk*mmmm*uw*wmmm 
ffe  WtlfeJa  «ta  of  Matt  IcoMav. 

paoak.  Tat  Mml  it*  fM  taadaM  $100  Man  k  IW2. 
ktoatxMlytMfaifatajiMiity  15*<k»»toSM 
♦rittoa.  Uafa  tataat  am  aai  atoaaktj  ooifckitoM  poMlt 
and  atkatt  o*t  k  amaaai  $7  mmmx  Nrt  f 
«*iiriralM(o«M 


,  ...  i  Hi  Mttaak 

\9H  to  Sill  tomai  mkm^tiayoaail^haktte 

akct  *****  fa  fa  mml  $  an  m  at  slual 

•oa.  *W  doaMk*  *  IWt.  Jkaaaaaor,  aniaanai  av 
•mjt  fayamti  ait  waDjr  "uaaakr  tako  tjoaioao 

F**to*  tfcrooffc  mm  mi  akcai  at  aoooWh  pocatt  faoagli 
tiMoolaant-  - 
How't  fat  ajakv  W  AkkarT  wj  At  otaaoaaoat  aiar 
Wn off Jk  Akt  No.  kit  toot  wow.  o*t  ataiakt  yc*t 
caaitoakf  flow  of  taeoam  fM  1  oWt  on  aayfae  mm 
m  oUajatk*  aai  a  pro»kt  to  pay.  Taart  ik^kTlt 

n 


mrnmmxft  tower  to  tax  k  aaUafai  at  k  tat  Fadml  Rt> 
a*rt  Baa*  i  pow*  to  emu  atw  mnv  to  mm  wmaawat's 


ok^^T^orat^Wrolko^kJWkiirty. 

■^Mr.A^.kt^haaaekt«ao^kwatttofbt 
r^^^r.^F^lWm^gw^kaoft 

*»  Haaft  **t»k,  Mr.  AirkorT  WWt  aytSSSoa 
•k^  At  1 1 1 1 1  ■  i  H  powar  of  lay  ktoaat  **m\hm 
M«4Aaotaaaj«tat!la«yHkjt*ateaaa 


«tM  taMck.  Haa^  Att^Mf.^oVI^ 


*m$tm^%,m\mm*mmm*mmimhm 
~  ;       T^****       ■«»*>aakt  Wtl,  yai  aai  aa 


lifl  Hi iT 
oaikatktkai 


kat  iMtrfetaaaV  al  fiaaackl 


Htm  aai  kj|a/  ftrtka  of  iaaaaai  floaa  of  ooraotatkat, 
pi  i  aa.  i  ■ i  >  aai  fc  ■  ■  ■  I J  iff  Tat  att  tgak,  Mr.  Ajtktr,  ta» 

..y1^^^^  -Mr.  Wt  k  ko  of 
HtSSmZ§i^m  *"  •*  Caaaaaaw  oonowti 
llOkmoaklaaoaaiPaa^a^kJa^k^iatk 
^tt  tVy  toaMa^iaitaJayt^j^ofifc. 

^'Tf* L»  ^  <F**t  COO  MBko  awtt 
Ifcaa  Aak  awaaaat  to  my  cm  ajaaf  aMat  fa  toBactkt 
IwOM^^al^Mam^yMlMajoBlM^ 
■Mtyfa^tooafafemAjaoyMtaa, 
 m*>  fat  atata,  Mr.  Aivkart  k't  aty  aarky  yoa  tn 
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THE  FINAL  ACT  -  A  SUPER  TRAP 


BY  DONALD  J.  BOK I 

Now  that  RoMld  Wflaoa  tnpm  im  b»w  fwoctad  (to  ao 
om'i  MipriM)  Frawtoat  of  tfc  UwJttJ  Statat,  dw  floal  act  of 
•  Sttptrcydt  Ml  —kit  aai  towj  m  aeowowJc  BMaadoa 
that  tap*  mm  35  yaw*  too  cm  M  cowiliwl  To  M 
iMdfie,  taw  Saaareycto  ftwwd  at  dw  aoavWodd  War  U  ax- 
kaurioa  trow>  to  1949.  to  that  yaw,  wtotaa  Eatoaa  mi 

from  total  ccAtfta  dactot  tht  flnt  thfM  aotcwar  yaws,  bajM 
m  aeowowJc  aid  yodttcd  iwowwy  dwt  mil  towr  ha  m> 


to  tha  Ul,  da)  taatof  aotot  oawa  to  hm  of  1949,  on 
•  day  vto*  da)  tod  wmmjvowww  oa  dw  Naw  Yodc  dock 
ndwww  swjdwd  a  40  yaw  tow  of  oab  I5OJD0O  atom. 
AfaooK  to  om  vat  toawawad  to  nooka  to  1999,  oc  todaad  to 
aty  tort  of  yawtortaa,  Too  pada  hog  too* boadi  wan  cow 
dowad  dat  oidy  powwwt  wMowwwVMMthoop^dwy  ytaldad 


1999,  of  coww,  was  1 1  flinty  oat  da)  awawatoat  of  1939. 
QaHi  too  coawwy.  It  wot  da)  awnhaj  aotot  tor  dw  paawat 
aol  mcMt  aad  aowjowdc  wwwwtoo  to  wodd  hwtory.  Has 
wtody  aatfctowad  poolvw  daywwdoo  aot  oaly  fetid  to 
anwa,  tot  da)  mwoww,  aad  dtfkafe  taaaddoo  from  war  to 
paact  to  dw  U3.  wm  aooMofcwd  i 
dwwJdwoww*  of  1941^49. 


rwwnMWW,  mo  iww  xaox  laao*  swwws  nwacoag  oh 
fern  aad  awdtty  of  dat  aad/  yaawjor  yoaw,  Mawwdahwtod» 
nay  oaaraM  av  m  mm  c*  aoa  w  bmr  mi 
*  to*oftoawo»toBjicajalrtri  ITdtow  aajiaw/ajda  twiihto 
atoaad  at  wot  ttow,  dwy  wodd  towa  kaowo  that  da)  1949 
tow,  which  oocaoad  53  ywo  aftot  tho  fdac  aww/wowtow  to 
UK  aad  17  yowa  aftardoCwot  Diaiialn  tow  oft 
wot  attwdto  ok)  of  da)  wwjwat 


tawjd)  nfdM  fhwwtwJttlH 
ttact  of  that  ttow  (aad  awo  hottog  toad  daoadh  da)  owtod) 
1  coald  sot  (tod  aayoM  woo  aadardaad  da)  atowiflrann  of 
1999  to  torn  of  cjak  awiyakv. loan  wan  a  tow  who  wow 
todtoad  to  ha  todtofc  ftoto  a  aoottwy  wdatoawotol  of  ttow. 
bat  mm  dot  ojmI  tod  aatoto  aatoadty  dUwttoMwwdwwd 
y  aad  da)  Naw  Yoa*  atoak  aawfcat  wan 

>  a    1  ■  ■  ■        I,  «        ^    ^    if  ii  ■  I    -  -  » 

■  j+^^tf  mjw  <ayaoBao>  itowhwohi  bm 
aoiawjic  acaaoaatoli  watt  atowc  ommmooV  pcadkttofa 
li'riidia  far  tho  lWt,  aad  dw  past  atdirtty  of  towov 
mw  mt^rs       wa  OTWi  vrwx  wim  Mwaqr  aaanM. 

Yat  cyda  aoaiyda  atoM  woato  towa  aacacdy  liiadffif 
1949  m  a  fiulihli  lwajaan  tow.  Afootad,  It  oooataid  53 
yon  afw  tht  actor  toajawa  woadfe  to  l!9o\  daw  faltof 
wtowAdw53-5dyaariaw«iwdtoayotok 
yaawaftoxdw  towwcyrw  hJa>  of  19»,  BwatojitwhttowM 
yow  of  dw  "tdoaT  liagawi  oawtttoo  aadod  (haatd  oa 
fftaaaod) of  M  yowx  Jm htoal laaf  www aawjftjftofatt 
y«w  wfMdiw,  toawwafi  oy  a  11  yww  awndlw.  totdtot 

55  yaaai  Aad  21,  34  aad  55  Ma  dial  I  iniliii  Tha 

flhaaaodawtotwa  aalhMaawwdwwwdadaaaww^(dadwi 
hade  to  dw  ^y**       j^y*  ^7*^*  ^ 


tawwlMWdiXMd2atoali 
hi  tow,  an  "        -  - 


3  ftoa  2  Mjada  tow,  aw.  Tto) 
jowwad  frawwM  to  144  to  dw 
1, 13, 21, 34|  55 19  aad  144,  (fwatotaf 
do  oat  mmw  aa  towa  aw/ 
ar  araawaawl  todaww 


IwatM 

:  J.2,3.5, 
ova  144 
Itodw 

■  Mdia>|riwi)Katoh^3tom 
I  awtot  to)  ha  oaafeal  M  hw  www 
^(whtthaaahddH 

wmwmI  H  55 ' m  aad  mow' dadlWMd toMmtohadc 

**  MMWMMW  WWMWWJto "    *    *  **         '  * 

^  »  mw  omx  »  w  wy  owdawdwi  dtot  w^toMiai  aawhow 
m4  yatawM  aw  ahw  a  owjftnl  atowwjt  to  towMawd  o/da 
aawyakv  whwk  to  why  I  •^"tow  dw  TawTlMiiMWtotw 
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correction  phut  an  take  ibt  form  of  •  lup  trienrb  or  "flat", 
"J**11  **  »  continuing  downtrend,  tad  tfat  correction  of 
1929-  1949  wu  actually  a  Ursa  trlaagb  with  three  revemls 
of  dimiAiihlag  intensity,  beginning  with  tht  CrMh  of  1929  - 
3"  and  endiA|  it  the  poetwir  low  In  1 949. 

Tht  number  17.  I  tlto  find  significant  in  cycle  asudyas, 
because  it  b  one-half  of  tht  key  fthooacd  auabsr  34,  and  it 
wetl7  yean  from  tht  1932  low  to  tht  1949  low.  But  cydt 
anarysh  only  indicates  where  major  turning  PO«t»  art  Hkery. 
To  confbm  a  cydt  hb>  or  tow,  out  rnisst  have  ctthar  tvt 
dence.  Thtrt  was,  however,  an  abundance  of  auch  evidence  st 
the  long-wave  low  fat  1949.  Tht  moat  obvioue  thing,  of  course, 
was  the  extremely  low  volume  on  tht  NYSE  and  tht  ahaost 
tool  lack  of  interest  in  specubtkm.  There  wat  abo  the  wide- 
spread fear  thtt  i  new  deoreatkn  wat  anmatnat,  and  finally, 
there  was  an  eitmmty  hi«h  level  of  fkwacbl  bcwitey 

J1^  *■  for  every  $1.00  of  short-term 

haWHUta,  while  U-S.  buks  could  oarer  13  perceat  of  thek 
deposit  hebflhiej  «mh  short-term  etetlt  equal  to  ready  cam. 
Never  before  (or  since)  had  the  American  fbnucbl  tytttm 
been  in  such  a  position  of  streagUL  u  retroepect,  fc  appears 
to  have  been  almost  trrattual  to  have  expected  a  asewcosfan 
under  auch  dromstanctt,  tapedeUy  fa  the  light  of  tht  enor- 
mous  pent-up  demand  for  both  contumer  and  capital  anode 
mulling  from  wartime  deoriniioen.  (Shcelagw*  of  even  banc 
Items  continued  fatrj  1944,  as  lnduacks  untggbd  to  cotvert 
from  wartime  to  peacetime  production,)  Never  thtW,  such 
ImtJoaelity  was  then  the  accepted  wfadom. 

The  foregoing  cornment  *m  fa  tended  to  cetsohsh  beyond 
s  rtawoebk  doubt  that  1949  was  iadeed  thn  prior  longwave 
^.bscatma34yet*expenskmped* 
brings  us  to  June  of  1943,  which  was  rtactJy  whaathe  brneeV 
m ^.T9*  mAm  *•  NASDQ  Coaneonee  (OTC 
itocb).  the  Vahie  Une  index  (aS  NYSE  stocfca)  and  the  ASE 
Index  made  their  all-time  htjht  And  I  matt  point  oat  that 

19S3  highs.  The  NYSE  Advenee/Dedfat  Una  (all  stocks)  alto 
topped  out  irWuoe  of  1943  tad  b  aow  wefl  below  Us  1943 

CootequeatJy,  I  am  ouke  confideat  that  nnuslsst  of 
what  might  happen  to  the  W1A  or  tht  8  A  f  SOOdaraecthe 
aext  few  mouths,  the  broader  averages,  which  raareeant  the 
pjsei  majority  of  u i  atoekf,  have  steady  setndseir hfahs 
tathbS**eTcyd.,audthtJuae  1143 1^  tor  them  atnT 

fV^teswoJtctkmcna%« 
elretdyb^crmflrraed^ 

are  coootrntd,  I  think  tht  toaaesn  nrooaas  that  btnsnin  Jwat 

Tht  S  A  t  500  appeara  to  he  snaking  a  aJnat  ttotjMe tenTm 
Kcfaurmr^btotW,943psak^ 

DJUuweflmthtaemttoaoiUooki* 

term  breakout  for  the  DJIA  above  1350  could  lead  to  a  teat 
rfthaJun.  IH3l»h>c/!290  4sW^ 
toough  nsomtnusm  to  aiekt  a  aurnfaal  atw  nfrtant  lS. 
_  jylwoumrttard  any  mchl bet  flfag  by  tin  WUig 
most  sbngsvoui  imp,  at  I  am  ameoat  certain  that  the  nmat 
n-*orfty  of  sto*  would  not  Sow,  end^wvYiffi 
hum  ---  ^      .     "^'.^  »  *w  inset. 


»pcnecdbymstrvc  sosnme,  would  s^r/wTwvtaTr 
rurthte  dartrsbutionTSkwa.  ^Sm^k^ZS. 


at  or  near  tht  top  of  a  Super  cydt.  still  think  that  the  NY 
3^^^^  mo,t  "V**"  **r»*e»  *to  the  spring 
S^lZiSj®  «^  ^  DJIA  and  thtS  AF5W  tTnew 
eH  time  highs  before  a  primary  beermsriutbeitas. 

At  this  point  I  reaBy  don't  set  that  happening,  at  a  lot 

^IS^i^^  '*w  ***  *•  ^  wuTbe 
tZJ^JSTZZ?**  »^^tecnnic*ny 
S!!??  fJ. .  ^U  90  1  twentet  that  it  won't 
nappm.  All  I  can  do  b  ware  you  again  that  such  an  advance 
would  be  a  super  trap. 

The  DJH  cydt  Chart  identified  1944  at  the  most 
^c^0?  i^K?^  ^  «  •  55  year  mterval 
from  1929.  ftn t!  concede  that  a  56  year  tattmlbaJaot>oe» 

L^^^Sti!  imU[^  ^uenycestTwe 

haul  an  tendance  of  other  evidence  to  confhm  that  we  have 
nsade,  or  act  ttfl  In  the  process  of  maklat  a  Supercyde  too, 

TbnUJYSE  v^eame  had  fatten  to  a  40  year  low  and  there 
ZLJZZ^^JZS?*  "  «P^^  Now  vokeme  is 
t»tkne  records  and  our  wkck  scckty  b  belag  coo- 

S^t,^.!  ■^>lD*^,  fmfM  fof  "* 
powdtrity  of  state  sponsored  lotterbe.  When  tht  payoff  b 
b^t,  ptopie  spsad  aS  ids>it  standinf  in  lint  to  buTtotttry 
dckeu  and  scmetknee  spend  hundreds  of  dollars  for  such 
^cvm  thou*  tnn  odds  age^ 

Only  a  itw  yee<a  ago  such  lotterbe,  when  sponsored  by 
Private  tntatprbt,  were  caOtd  Mausnbera  rtd^JTWcci 

52?  S^HJ!^\  •"T1  ta  >"  ***«iMrcmsgnt 
tnem  hnve  npparendy  dedded  that  crhne  doet  ety  efieVai? 
e>d  here  antten  bto  the  bussntm  thamiibia,  fa  tht  nacre 
fSj!^^^  *«*m  can  amine  the  ssmt  kind  of 
thrifloffarodtfae)c4te* 

Also,  ia  1949  there  wm  wltbsnYeeelAnr  of  wapiaaakwt 
Now  there  bac4oeJy.aartw^^ 

"T  .f  *  P^tdty,  Font  more  yer^dst 

H  ^ffl  *"  ■»,B  *•«       ««r«lnnajmy  dent 
^^^"^^^^Wvb^oiisbe 
t      ttrnv,  he  wat  et  Herbert  Hoover  ahbasossal 


mhbl 


TheCocsMge 


SSnbtToo^^ 


theroariag^Eri-ljoomtC 


Thtre  has  been  i  

^iwtmssmniaeeteQftrt^i,,-^-^  Yhibftii  — 
n»oo»c*d  by  hb  Secietsty  of 


eoueemtbt  who  tatdd  he  counted  on  TaTsaVm  fa-r 
yncrtefestajami,        l^«»«^f<ai«on  t 
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|t  It  hard  to  into  U  nam,  but  Harhart  Hoam.  apoa  hi* 
aaacUon  to  192*.  wm  oaa  of  thi  most  ihM  aad  iwjpactad 
wto  b  Amotto.  Ht  wm  i  orofawloail  lanaiiriarlaaaattra 
baahwaaaaa  «  -tiiMit-  baton  ^yrf 

30,  a  tchottr  who  tnariatad  Lain  taata  n*>  Bajtlak  aad  a 
hunatJuriaa  who  naaaaad  Aanrfeaa  food  rattaf  proaaan 

atamtfeo.  fa  abort,  Horbort  Hoorar,  to  mom  Aanrkaa*  la 
1921,  itpnaaatad  tfaa  aoftoa*  of  Anackaahn  Ha  wm  a 
aatfnaot  mm,  a  "rtajtd  todWdaoT  who  ton  ftoaa  taodat* 
drcanataaon  to  tht  hhdnat  lank  of  wtahh.  f*oatfaaaot  aod 
KhhwanaaL  Ha  apnchn  wart  mora  Mho  aaraoatt,  aad  ha 
praadwd  tht  old  babiooad  vktoaa  of  thrift,  bard  work  aad 


AH  Aanricaaa  bad  to  do,  aria  Hoorar,  waa  to  work  hard, 
am  noaay  aad  balm  hi  Anartca  tad  thoh  Doathnadpatt- 
mm  aad  proaparky  would  ba  aaaarad.  Ha  waa  anctad  hi  a 
hmdaHdt,  canyhaj  40  out  of  41  atatn.  9m  aonatJaag  want 
wtoncoary  aavae  noartha  aftar  hit  hanatarlna  tha  wont 
flnaackd  aad  acoaoaaas  cohapn  hi  aaodani  hJatory  bagaa. 
Ahhoi#rlocrtthttoahictda»rara.t>*^  laaaaattoai 
that  btar  bacaaaa  put  of  tha  Naw  Da*  ha  waa  anion  to  h* 
tha  dadtaa.  Hoow  na  tot  iwdacttoa  m  1932,  hat  with  a» 
amptoymaat  affrnirbawj  25  pwcaat  hh  dadnt  waa  cartato, 
aad  ha  rapotatiot  waa  ao  badry  jmrntpj  that  daaptn  atbaa- 
qutat  aowrawaat  arnica  dark*  WorM  War  0  aad  aftar.  It 
waa  oavaf  fatty  laatotadl 

Rooald  Raaaaa  waa  akctoi  to  hh  flat  tam  hi  19aT>, 
Afty-afc  yarn  aftar  CaMa  Cooakbja,  aad  paJoaophJcarty  at 
laaat,  bt  waa  (aad  h)  tha  mat  unaaittht  Antrfcta  ataaV 
daattakKathaCoohdaa  lloo^aca.lJ«rnralaji  htiwiacag 
taxn  aad  ooadaclai  a  pro  ba  dam  adadaaatratioa  Aid  I 


Coobdta,  ha  rtaianana,  to  tha  aujorfty  of  Aanrtaaa.  a 
rtturatotradMoaalAanrkaairahm. 

it  waa  ao  acddaat,  I  tab*,  that  ta  both  tha  Coottda* 
yarn  aad  tha  Rtajta  Ant  taoa  than  waa  a  attoaf  aaaanat  of 
ralkdoas  rarfcaaaa.  Dark*  tha  Coottdpara,  foraaaaaaKtha 

awwfaaoaa*^awaa^trkdHtockphwhiT  hi  which 

a  yovas  iclian  taachar,  Joha  T.  Scopaa,  waa  i hartal  wtth 
vtoktW  a  atata  aw  that  phalli  i  tha  tnahhtjof  hadoafcal 
arohitk*  at  tha  pablfc  achoola. 

Tbt  caaa  attractad  aatkarwkn  attaaifea  aa  a  coanat  bo> 
twato  tabptoat  faaiaaiaataHaa  aad  aiiiiaahai  tha  lata 
1920*1  ako  aaw  tht  rat  to  aatfcnal  pranhaaat  of  faaahv. 
mantabjt  prwacbart,  aach  at  Ahaaa  Saaapta  Mefharaoa  (Shtat 
Alaw)  aad  WUkn  AabJay  *aaV  Saaday,  who  adroitly 
and  tha  aaw  kawratfaa  of  rtdto  broadeaathaj  to  attract  a 
ch  part  than,  ndbtctfy  at  laaat,  akjaUV 


Dwdag  tha  f  aapa  art  wa  haw  aaaa  a  aaw  ajaaaranaa  of 
TV  awjajalata,  tach  at  tha  Ha».  latry  Falwwirnitoaatiaaal 
prankaaca  aad  laflaaact,  New  I  woatd  aarar  ba  aaraahao 
to  aatar  hrto  aay  bad  of  thaowajcal  tatjaia  at  jam  iattart 
or  roxkr  aay  opkdoa  oa  ntajkxta  aaattam  I  Jwjt  waattopoaat 
oat  that  tt  hat  al  hjpaaaad  hafora,  aad  that  tha  rat  hi  it- 
la#oat  fitadaaaataMaa  dar«9|  tha  Faajaa  ytan  h  aaaoat  aa 
axact  tapatWoa  of  what  laaaaaad  danag  tha  Canfatja 
Haoawr  Naw  Bra. 

I  mii  yaara  aaa  that  whaa  aa>  Iwpaaa/ab  aaafc  aaaaany 
anwaa,  aw  juanaaa.paoaia  woan  aa  ai  ana  a  aajaant 
atata  that  thay  weald  ha  aaaoat  totafay  band  to  what  waa 
actaafcy  tii||ialu  That  thaa  baa  aohwd.  Tha hmtrnmrnm- 

of  tha  Saparcyola  paak.  la  hh  oaaxjaaja  aaaaahat  at  192a, 


Karbart  Hoorar  told  tha  Aawricaa  paopk  that  tha  ooaapltu 
aboatUoa  of  porarty  io  tha  wodd  waa  aot  oaiy  poadhte  bat 

hwrhablt;  It  waa  abapry  a  nattar  of  poof  j  t,  which 

hh  bwdaan  nttaand  aanawtrathn  woaM  prortda. 

Sack  a  Hataaiat  waa,  of  aoant,  prapoataroaa  at  a  thaa 
whaa  60  parcaat  of  AanahviaanaNaaraadknt?naS2m 
par  yaar  aad  oaa-thkd  of  thaa  ahhVtOTta  hart  raaalai  watar 
anahMOiclty.  hat  tha  aapborh  of  tha  Naw  Brawn  ao  aaaat 

poapat  tnithL  Now,  *amU  haaapa  kaa  prowhad  low  hmtaat 
rataa,  xaro  adnttao  aad  abooa^acoaoa^,wfchoaeaay  taa 
laoraant  aad  wkhoat  aay  rsaattioat  hi  aochd  ncadty ,  twtih 
cart,  aortranaat  paaakna  or  aay  othar  bdaraly  Aaaacad 
baatftta.  Aaa  at  tha  mm  thaa  ha  pronhaa  to  bale  ap  tha 
nJitary  to  hwlacMa  atnajrh  aad  ooaatract  t  "Star  wart* 
dafaan  ayatan  that  wal  pforhn  a  100  paroaat  paraam 
aaaaaat  a  Sorhnnhtla  attack 

Aad  daapha  tha  fact  that  than  pronhaa  an  ptaaoaaauai 
at  thakthtof  caoaat  flacal  aad  flaatrlil  faatftha,  thay  ara 
awjarty  aeon  tad  by  c§  pabas  that  akapfy  warn  to  hathva. 
bfr.  noadab,  by  tha  way,  ahaaad  a  total  lack  of  palkdcal 
nadihliji  whaa  ha  band  hh  caaaaaaja  oa  «ha  atoaaaaa  of 
oar  that,  la  to  pranat  atata  of  aaphoda,  tha  Aaarlcaa 
pabttc  don  aot  waat  to  baar  aboat  pnbhaaa;  ft  waatt  to  ba 
laft  aJoaa  for  a  w*dn  loaaar  to  oajey  in  faataahaof  awodd 
whan  aM  ptohhan  on  ha  aatnd  ahaafy  by  harhaj  tha  rhjht 
aaonl  atdtada  aad  tha  rh>t  aooaoadc  thaory.  How  anch 
loaaar  wH  tha  oamat  aaphoda  hat?  Wal,  Hoorar  apt  10 
awatha  aftar  hh  atacttoa,  bat  I  doa't  tUak  fraafehmt  Raaaaa 
wM  ba  ao  bjcky  -  tha  oothpn  of  Fiaajaanntr?  ahoahl  ba 
ohvkanbyatKtAprJL 

77>h  ortfcn  aaa  awcawnd  aawJaV.  Mpaaaa'a  mi  a  Ma 
im  Antfym  mmtmm  (tlx  a  yaarA  P,  O.  jaw  $77, 
Cry$mlL*9.lL  90014. 

H*LtSH£frSNOTZ 

myi  oafora  ahh  njan^aaan  pa  aa  Umprm  I 
avanaf  aft:  HmptTt  mkk  rftnd  aaa  ~Grm+  mf  1904  Hm 
AMm0f  anjwr*  Ja  aba  Ihtr  Aw/paaar,  t  daaUnt  taprdnaMb 
an*  nw  wn^tf  irMir  #  Mm  nhk  mk  irtrw  otobbv  pa 
arjaoaaaat  Shot  at  amt  Jbdba  daydhr  aw  dath  aaydw/  aba 
aaan  ahnp  ina  a^^at  aaar  n)  aaratany'  awaanhr  abaft*  nanh 
aad  /  t/tlnk^mf9f9ft0tt4^iK$M9999cm1y9ftif^$lt$t^0f 
aba  ohnoonbk  pa/ty  aattadaa  TVabaahyanttabaawatan) 

aaa  cannp  aad  ajf  dataahn  an  Anaadap  at  aataaraaa}  to 

aawaf  at  tat  aad  of  awjnpnWna  party, ,  /aaafa*  wawat 
Anw  a  aaa  party  apaaan  dka  dnxaai  flaw  A  aawa  aaawjat 


aaaaan  af  tht  attMn  /  oban  aw>tahataaiaatf  aaa  any 
aay  >hh  aa  ^raat  aaa  afiaiabn  at  aaa  tm  Aapatn  W«aa> 
Avaaaa  at  Mtwjathaf  *Vpaa  an  at  oW  ataak  mtHttt  ina  an 
•r  ^  nmf  mm  *****  mil*''  MM  Mm  ATM?  am* 

SjI**!*"11  ^       MtM>"  **** 
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MUST  CHRISTIANS  BE  IN  SUBJECTION 
TO  ANTI-GOD  GOVERNMENT? 


BY  RICHARD  1.  SHOFF 

Hie  Russian  Baptist  listened  intently  as  an  Intero-tier 
conveyed  i  question  put  to  him  by  i  snail  group  of  Ameri- 
cans. As  soon  as  he  (rasped  the  intent  of  the  question,  the 
Russian  sprint  to  his  feet  and  replied  rapidly  in  Ms  native 
Unguagt.  The  Americans  leaned  forward  in  rapt  attention, 
trying  wtoly  to  perceive  some  chie  as  to  his  answer. 

Thb  happened  at  an  unspecified  location  in  Switzerland 
The  Russian,  who  has  spent  ate  years  to  a  Siberian  concentra- 
tion camp  for  the  "crime"  of  printing  and  distributing  por. 
Hons  of  the  Bible,  had  sneaked  out  of  his  country  to  meet 
with  the  American  Christians. 

The  Americans  had" just  asked  the  man  from  Russia  this 
provocative  question:  How  do  you  Russian  Christians  Inter- 
pret the  meantni  of  Romans  13*1.  which  declares  that  the 
powers  that  be'  (governmental  authorities)  are  ordained  of 
Cod,  and  that  the  Christian  dCten  b  to  be  to  subjection  to 
them?** 

The  interpreter  then  conveyed  the  answer  of  the  Roaster 
"ill  leD  you  how  every  true  Christian  to  Russia  understands 
Romans  13.1.  We  understand  this  BtbnVal  passant  to  sty 
consistently  with  all  Scripture,  that  the  goverrunente! 
authority  has  been  ordained  of  Cod  to  do  the  win  of  God. 
But,  when  the  fovemment  denies  the  existence  of  Cod  and 
persecutes  the  people  of  Cod.  It  b  not  of  God  but  of  the 
Devflr 

The  Russian  was  asying,  to  no  uncertain  terms,  that 
Christians  are  not  obligated  to  obey  those  decrees  of  fovem- 
ment which  are  anti-God  -  especially  those  which  would 
interfere  with  Christian  ministry.  1  agree,  and  that's  what  I 
went  to  emphasize  as  we  focus  on  Romans  13  1-7  to  this 
article. 


SmRE  OF  GOVERNMENT 

The  key  to  a  proper  understanding  of  thb  passage  b  to 
notice  its  clear  statement  that  the  sphere  of  gonmment  b 
united  to  (a)  the  restraint  of  evil,  and  (b)  the  prabc  of  apod 
Thb  two-fold  function  of  Oxkmlened  fovernmem  b 
declared  to  Verses  3  and  4. 

'^or  th^rukn  an  not  Mtmror  to  food  work-out  to  tht 
#r«  m/r  thou.  tfmr.  not  be  efratt  of  me  power;  Do  thst 
kh  k  food,  at*  thou  ana*  hm  fink*  of  me  swim  to  At 
fit*  fonmmmfl  mrthority)  k  tho  mhknr  of  Ood  to  tfm 
tojood  ArtiftttcudotfitHfikAkirff.b*  aftWrt  for  Ae 
heenrtn  not  toe  wtord  In  vtin.  for  Ae  k  oW  mhkttr  of  Ood. 
•od  "enter  to  execute  mtth  upon  him  dm  dotth  eWT 


All  too  frequently,  ChrbUaos  rip  the  first  verse  of  thb 
chapter  out  of  its  context  and  declare  it  to  be  an  absolute 
cemmand,  rtfartflesf  of  circumstances.  For  exampb.  a  number 
ofadf.|«rf«std  Christbm  descended  on  Pastor  Everett 
Sfleven,  Faith  Baptbt  Church,  and  the  "Nebraska  Seven*" 
toe  vultures  on  a  carcass,  using  Romas  13  as  their  proof- text. 
These  critics  maintained  that  thb  passage  required  Sfleven 
and  hb  people  at  LoubviTJe  to  be  down  meekly  In  the  face  of 
ttate  tyranny  and  to  aflow  the  stats  to  take  over  control  of 
tN  educational  mtobtry  of  the  church. 

P^  _«»dta|  brother  wrote  from  Lincoln, 
Nebia^chalkmgto|  "the  whole  congregation"  at  Faith 
Baptbt  Church  to  "read  to  tsnbon  Romans  13:1-7,**  and  to 
be  reminded  that  it,  too,  b  God*s  Word! 

Another  fellow  wrote  from  Mkhiaa^addnrntoehisktur 
^ill********  Ctowch,  and  chargtog  that  Pastor 
Sdevenwl  the  people  of  the  church  "appear  to  advocate 
cHrfl  dbobedience,"  which  b  **in  direct  conflict  with  what 
ftul  teaches  to  Romans  13  cceKernmj  our  rtUtiomhip  of  our 
fcwnanent.** 

THE**fDCflERr*<Jv*/IR** 

^Jfl'1  i**  *  ???  aHkkna- 

tioned  to  Romans  13:1  art,  in  a  cocxtftuUooal  system  such  as 
ours,  Chose  which  rule  to  harmony  with  our  OS.  Constitution. 
Orvlousry,  the  Constitution  defines  the  structure  of  our 
tovemment  and  pieces  strict  hmits  on  the  powers  of  state  and 
federal  authorities. 

A  moment's  reflection  wS  lead  any  thoughtful  person 
to  see  that  k  b  toiposrfbk  to  be  subject  at  the  same  time, 
both  to  the  •Jthoritats  who  uphold  the  Cc^mtlon  and  those 
who  violate  it  Such  authorities  are  st  opposite  poles.  Obedt- 
enct  to  the  U.S.  and  Nvbraskx  Conations,  which  art. 
In  efTect.  the  God*rdeaaed  "powers  thet  be**  (Romans  13: \\ 
\M«*m  dembtdfcnct  of  those  who  would  deny  us  our  const1, 
rutioneirightx 

h  cannot  be  both  ways,  Tu  "be  subject"  to  spurious 
and  crurunel  **airthortthV  who  fjuauaje  God  oreuhasJ  wnatl- 
trioaeJ  freedoms,  b  to  aid  the*  hi  the  execution  of  their 
crimes,  to  bolster  the*  tyMcul  figurees,  and  to  abaft 
t<xt^tm*c^^fkm4«o(t*p^ 
of  God.  That  b  the  work  of  ft*  Dub*  mi  Christian  should 
have  no  part  hi  It 
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God  does  tot  ordem  human  authorities  to  fiajht  Htaaod 
HU  riahteous  causa.  The  particular  function  of  tUcse  •'powtrs" 
k  to  be  a  "terror"  to  "tha  criT  (Vtm  3).  Wt  art  told  my 
SfwdficaBy  tlut  they  are  **not  i  terror  to  food  works." 

DU»  mm  rmhtkm  k  ttrt*|&n«d  hi  Verm  4.  which 
features  tht  coockmm  utatemtat  thtt  tfct  aomnmeatal 
authority  h** . . .  tht  mmsrter  of  Cod,  an  amujer  to  execute 
wrath  upon  him  thu  doeth  etfl." 

la  tht  Lousnik  situation.  Pastor  Sflman  and  hit  people 
have  done  no  trfL  Thiy  hart  ooumtitttd  do  crbne.  Instead, 
they  have  dosm  aood  by  ptxwidiut  a  racy  succassrul.  God- 
centered,  aducatiotal  ministry  for  cbJdrtu  aad  youth. 

Accorda*  to  Romans  13:3,  tht  "powers,"  of 
fovamaaotal  authorities,  at*  "not  a  terror  to  aood  works.1* 
If  tht  Nabraaka  authorities  wtra  ordained  by  Cod,  they 
would,  not  ba  pcruKUtkuj  a  pastor  aad  church  fx  the 
parfonaaoct  of  aood  works. 

lYtANTIYSTIal 

The  tyrant  system  of  Nebraska,  which  JaJk  pastors,  perse- 
cutes fhrutums  aad  breaks  up  fwniki  and  church  educsdoanl 
rnmktrkt,  k  not  ordsmed  of  God.  It  hi  aitanic:  thtrtfart, 
ChrWtaM  do  aot  owt  it  thefc  attajlaaca  1a  thorn  aremm  which 
it  exerta  tyrannical  authority. 

Instead,  Qufctom  owt  the  tyrant  system  their  uaOnch- 
lot  opposition  hi  the  form  of  a  contJnubuj  conmtitment  to 
the  strrice  of  Christ,  m  total  dhvaaard  for  laws"  aad  "raps. 
latiooV*  which  actually  punish  sad  suppress  aood  whfle  prsb> 
*t that  which  kerf. 

the  point  of  Romans  13:1-7  at  that  the  Chrhtim  should 
ba  hi  subjection  to  fovtnaneat  m  its  Codordahsed  rok  of 
judahtj  erfl.  Nsither  tht  Bmk  nor  tht  Constitution  am  or- 
dams  aowptneat  to  restrain  acts  of  apodness  which  art 
teadrred  hi  the  perfonnance  of  Christian  ministry. 


AMswctnmmoan 

Thorn  profess**  Chrktkm  who  scoid  and  hassk  m  for 
rtfttsbtj  to  rttreet  h>  tht  fact  of  astatic  tyranny  art  quick  to 
rtmiad  w  that  Roosts  13: 1-7  wm  written  wsdar  the  Roeant 
tyranay;  thartfort,  it  damands  abject  aahmaafam  mt  to  tha 
moat  craai  oummeuoa  by  fjoweransent. 

That  mm  of  tntarprttstion  k  Sstbk,  rtckkss  and 
mnatroui  Accordant,  to  a  etraJaary  fiaaaniH  of  mass,  who 
mow  t»  m  Hatis*  Germany,  tht  ty^Christhmof  timt  thus 
atapry  ahauaujed  off  the  Hwl  tyranny  on  tht  beak  of  a  fake 
naderstaadanj  of  Ronmna  13:1.  Aakad  for  their  opinion  of 
Hhkr,  most  Ctrmm  Chikttom  of  that  that  would  reply.  "I'm 
for  Hitler  bacouse  I  know  that  the  powtre  that  ha  art  ordamsd 
ofGodT 

Cetthuj  back  to  the  Romna  tyranny  of  the  Rrst  Century, 
It  needs  to  ha  uadsratood  that  not  al  matures  of  Roast) 
aj  wnamsnt  wort  tyrsemksl  The  same  k  true  of  tht  Nebraska 
aorermtnet  At  I  write  that  nttkm,  faster  Bmettt  BBsmn  k 
back  In  hi  for  tht  kmaaot  atnamct  to  daw  -  c>t  mouths! 
Thmkamtfcnnactoftyraanyaniaandahiiak. 

fat,  at  die  aunt  the*,  mt  my  aaaaa  Nebraska  eomn- 
meat  mat  hmmmd  thai  stroke  of  parmcmloa  aaahmt  Imamt 
Bhutan  also  has  mm  on  tht  hooks  wfctoh  itcadrt  that  irktn 
•Up  at  red  traffic  shjaats.  The  Nehmska  km  abo  ft*vk  ht 


aaanmkt 


i  whioh  am  asesaaary  to  maaamt  the  flow  of  traffk  and 
Jt^otastj  has  and  property,  am  not  tyrnankaL 


Tht  chmk  revsUtkm  that  came  from  the  pan  of  the 
Apostle  Paul,  m  recorded  In  Romans  13:1-7.  sums  a  m*ia> 
ssi  prmckde:  Toe  Chrktien  owns  the  cM  pom  am  ant  respect- 
W  mh)acrioa  whhlo  thorn  spheres  In  which  it  Judys  erfl 
acts  and  praam  aood  owas.  The  prmdatt  In  no  tray  aaaate 
m  obahjatkm  to  be  as  sfaatpkh  suhketion  to  drt  authoritms 
whanem  thay  Intrude  Into  the  aphara  of  aairmmi  mkastry 
and  lord  H  om  the  souk  of  the  ptcpW  of  Cod. 

Whether  In  Rome.  Russis  or  rtmraaka,  the  Romms  13 
priadpk  k  the  same-  Ba  m  suhketion  to  any  noiammant 
acthsj  within  the  sphere  of  its  Codordasm<  fmtctiom.  it 
emmce,  them  Codordamad  ftmctkms  of  aw  >i  am  sat  are  tht 
protection  of  Ufa,  Ubtrty  and  property.  They  ao  aot  kxhsde 
wry  r*s»ktioQ  of  tht  m^rituai  nOnktry  of  my  &uch. 

One  critic  wrote  that  Pastor  Shems,  and  thorn  of  m  who 
stood  with  ham,  were  not  acthaj  IrhHursBy  In  that  nutter, 
became  "Chriutkm  are  ahwm  of  Christ,  snd  dam  ham  no 
rJahaV* 

That's  6s  Und  of  sick  theology  that  would  mfl  say 
nation  or  cMkaUon  down  the  rtm.  We  absolutely  do  have 
riahts  m  Oukthms,  snd  our  rundammtal  riaht  k  the  rk>t  to 
proclaim  the  Word  of  God  and  eaawns  hi  our  Codahnn 
apaitaalmhuttry. 

Whan  Peter  and  the  other  Apostles  ware  forbid <m  to  do 
so.  they  brsmy  mtsrttd.  -We  must  obey  God  rather  than 
mm*  (Acts  5:29).  In  Nabraaka.  Pastor  Emrttt  S0etta*s  beak 
mbBcal  and  Conatitutlonal  rssht  to  prnrlaka  the  Word  of  Cod 
mroanh  hk  church  educational  asJmtry  k  tht  ksut. 

Nebraska  sotajht  to  ooatrol  that  aamktry,  to  spachy  that 
oar/  3%  of  the  Horary  books  m  90rmn*s  school  emu  deal 
with  -reJhdoa,"  and  to  compel  the  urn  of  "iwmkwT  hooka 
which  feature  dirty.  fou>krttsr  words,  •rothar  Sakma  and 
■  those  who  stood  with  hho  rapped,  ^  awet  obey  Cod  rather 


WHOWIlXtTANDt 

Tht  Rimmn  Baptist  was  correct  Cmt  ef  the  cmdbk  of 
persscutlon  and  torture  had  com*  hk  uaiimisBn  of  me 
real  faaankuj  of  Romans  13:1  -  *Tbt  powers  that  ee  art 
ordamsd  of  Cod  to  do  the  WB1  of  Cod.1*  Hk  mawpretivt 
mskht  wm  too  impk,  too  prrrfrtmd.  to  ham  oomt  from  the 
cloauared  bans  of  the  athTatcksd  fhinl  iajam  or  fram  the 
kory  towers  of  the  phflostmhm.  • 

The  ojaeerion  k.  how  many  Imsihan  ckmms  of  om  tmm 
w«percurm,wkhthmobtcaut.aVbbn>att^ 
om  of  the  rrkon  trustee  of  Stork,  that  Cod  onry  ordsam 
amaiiunmii  todoHkwm;  nam  to  oc  sjtramm  Hk  rk>kous 
parpom? 

How  many  catitem  -  tren  Clukitan  chLma  -  of  this 
orar-mi.  uarmthjlaii.  aiaftaBikam  natim  of  ours  wffl 
asms  whh  the  f  malia?  How  amty  of  ut  would  stand  m  ht 
Mood,  emu  to  (ha  point  ofamat  personal  sscrhVa  aad  to  the 
myarmkofdaaarorCodandlnmrtyT 

Tht  aamm  to  them  qjueetiom  msaht  wei  Iwswmki  the 
htm  of  tht  aurmal  or  sWmmt  of  om  Coantkttiunal  ftiaaallL , 


Ahmsrtt  ShtrY  b  amaMmr  W  ramwyasr  L9§  Maaam 
flee  ttdt  namr at/aWit mj  kr  mniiin.  dfc  BmsTb 
mrm  b  *.  Q  «m  10*,  Ikamnam,  AC  *' ft  Asm* 
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CONTWDL  DATA 
CORlWriON 


•UtlNI  IS  CONSULTANT 


South  Defects  S7701 


U.S.  Senstor  Jates  Abdnor 


2/20/65 


309  Senats  Bart  Building 
Vsshlngton,  D.C.  20510 

Dear  Senator  Abdnor, 

The  pr  unt  grave  situation  regerdlng  Rural  Economy,  along  with  the  immense 
Interest  and  genuine  concern  shared  by  many  Amerlcene,  doee  highlight  the  urgency 
and  need  for  Immediate  aolutlons  end  actions.    Ae  a  concerned  Individual  and  one 
who  hae  worked  for  and  with  the  private  sector,  Control  Data  -  for  over  15  yeare, 
you  dessrve  to  bs  highly  epplauded  for  the  much  needed  bold  act  lone  you  and  your 
Joint  Economic  Committee  ere  undertaking  on  this  Important  matter* 

As  you  know,  Control  Data  has  shared  your  concern  regerdlng  the  netlonel  rural 
econo«y  for  a  number  of  yeara.    Ae  part  of  this  concern,  many  programs  have  been 
developed  and  implemented  over  these  ysars  and  have  brought  positive  reeulte. 
Theee  programe  essentially  cover  the  same  fecete  of  rural  life  and  economy  that 
your  committee  it  reviewing* 

One  factor  that  helped  bring  about  an  effective  and  productive  program  wee  due 
to  ite  structure,  which  In  most  caeee,  involved  a  Joint  or  cooperative  Public  - 
Private  Sector  pertnerehlp  or  venture.    The  feature  of  public  -  private  end  many 
tlmee,  educational  eectore  jointly  contributed  to  the  success. 

Tour  ace  tings  and  hearings  in  nepld  City  and'  South  Dakota  on  rural  economy  were 
most  timely.    Wish  you  continued  eucceee  regarding  thie  Important  problem*  We 
will  be  most  interested  in  the  ef forte  of  your  committee  and  will  bs  looking 
forward  to  the  reeulte  of  your  findings  and  recommendations . 

During  an  informal  discussion  after  your  meetings  with  your  etaff  person,  Dale 
Jahr,  and  per  hie  request,  I  sent  you  and  Dale  copies  of  some  of  the  Control  Data 
programe  that  relate  to  Rural  Economy.    These  included  Community  Enterprlee 
Program,  Job  Crestlon  Network,  Business  Technology  Centere,  Snail  Business, 
Regional  Approach  to  Technology  and  Trade,  Education,  Health,  et.  al. 

Good  luck  on  your  hear Inge  and  the  netlonel  rural  initiative  you  and  your  com- 
mittee will  develop* 

Keep  up  the  good  work, 


P.5.  Per  your  requeet,  I  sgree  to  be  a  volunteer  of  the  "Abdnor  Task  Force  on 
the  Rural  Economy". 
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INTRODUCTION 


Creation  of  more  and  better  jobs  is  a  paramount  economic 
development  objective  of  the  Midwestern  states.  A  wide  range 
of  programs  and  incentives  have  been  established  by  the  various 
states  to  address  the  objective*  The  states  have  begun  to 
recognize  that  technology  is  a  major  economic  asset  and  worthy  *• 
of  further  development  and  exploitation  to  expand  employment.  • 
This  recognition  is  mirrored  in  the  increased  interest  in 
research  and  development,  often  reflected  in  new  funding  for 
university  programs. 

States   also   recognize  the  necessity   for   effective  technology 
transfer    to    foster    economic    growth.     Technologies,    whether  f 
developed   by    individuals,    universities,    or    small    and  large 
businesses,    represent   orly   a   potential    contribution    to  job 
creation.     Without   the  •transfer"   of   such   technology  to   the  'x) 
marketplace,  this  potential  remains  unrealized.  jj 

While    the    federal    government    has    historically    played  an 
important  role  in  basic  research  in  universities  and  federal  * 
laboratories,  it  is  increasingly  the  states  who  are  taking  the 
lead    in   the    technology   development    necessary    to    move  that 
research  to  the  marketplace. 

A  second  area  in  which  states  are  focusing  more  attention  in  ! 
their    job  creation   efforts   is    the    promotion   of    trade  with 
foreign  countries.     Rand  in  hand  with  this  must  be  efforts  to 
develop    more    productive    relationships    with    respect    to    the  "* 
cooperative  development  of  new  technology  and  application  of 
existing  technology. 

Once  again,  the  federal  government  has  a  long  history  of 
promoting  scientific  cooperation  between  nations  but,  at  the 
same  time,  it  has  failed  to  provide  leadership  to  spur 
international  cooperation  in  technology  development.  The 
states  are  well  positioned  to  cooperatively  encourage 
technology  development  and  transfer. 
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As  each  of  the  states  undertakes  efforts  to  better  understand 
emerging  technologies,  their  potential  for  economic 
development,  and  how  such  assets  can  contribute  to  improved 
international  trade,  it  is  appropriate  for  them  to  seek  ways  to 
support  and  learn  from  each  other. 

This  document  describes  the  establishment  of  a  Midwest 
Technology  Development  institute  to  develop  and  administer  a 
set  of  programs  designed  to  implement  the  interest  of  the 
states  in  technology  development  and  trade*  The  Institute  will 
assist  each  state  by  linking  their  individual  efforts  to  pursue 
these  objectives. 

The  Institute  will: 

o  Establish  policies  and  procedures  to  expand  cooperative 
research  at  Midwestern  universities  and  cooperation  between 
those  universities  and  foreign  institutions. 

o  Contribute  to  improved  access  to  technology  by  the  states, 
universities  and  corporations  in  the  Midwest; 

o  Help  states  to  better  understand  and  initiate  efforts  to 
improve  access  to  technology  with  other  countries; 

o  Develop  a  strategy  to  encourage  equitable  technology  trade, 
initially  with  japan  and  the  United  Kingdom. 

Cooperation  is  the  key  to  the  success  of  th,ia  endeavor.  The 
states  in  the  Midwest  represent  a  significant  aggregation 
capable  of  achieving  high  visibility  and  leverage  in  the 
international  market  for  technology.  The  university  research 
organizations  in  the  various  states  represent  a  unique  resource 
whose  economic  value  can  be  better  realized  by  cooperative 
relationships  with  other  universities  and  with  private 
industry.  The  private  sector  base  in  the  Midwest  is  strong  and 
diversified,  representing  a  significant  opportunity  for  the 
transformation  of  technology  into  jobs.  As  these  three  sectors 
cooperate  in  the  manner  described  in  this  paper,  the  economy  of 
the  Midwest  will  be  strengthened  far  beyond  what  could  be 
achieved  by  efforts  of  individual  states. 
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THE  ORGANISATION 


As  envisioned#  the  cooperative  effort  of  the  states  in  the 
Midwest  will  be  organized  in  three  major  parts:  the  Midwest 
Technology  Development  Institute  (a  not-for-profit 
corporation),  a  Midwest  Technology  Trading  Corporation  (a 
for-profit  corporation) ,  ant  a  number  of  Cooperative  Technology 
Development  Consortia  linking  interests  of  universities  and 
corporations  throughout  the  region. 

The  institute,  which  is  discussed  in  detail  in  this  paper,  wac 
incorporated  in  December,  1984;  the  Corporation  will  be  formed 
later  in  1985.  Existing  research  programs  will  often  be  the 
focal  point  xor  the  Cooperative  Technology  Development 
Consortia.  Thus,  the  establishment  of  the  Consortia  will 
depend  on  the  particular  interests  and  situation  at  the  various 
universities.  But  the  first  Consortia  are  envisioned  to  be 
operational  during  1985  as  well. 


Midwest  Technology  Development  institute 

The  institute  itself  is  the  umbrella,  policy-setting 
organization  created  by  the  participating  states.  Its  major 
objectives  are: 

1.  To  plan  and  coordinate  a  program  of  cooperative  technology 
development  and  application  among  member  states  and  between 
entities  in  those  states  and  entities  in  foreign  countries; 

2.  To  encourage  equitable  technology  trade  between  entities  in 
the  region  and  those  in  selected  countries,  beginning  with 
Japan  and  the  United  Kinndom,  end  to  develop  a  Midwest 
Technology  Trading  Corporation  to  assist  with  same;  and  « 

3.  To  assist  in  the  establishment  of  Cooperative  Technology 
Development  Consortia  to  link  the  resources  of  the  states, 
universities  and  corporations  in  the  Midwest  and  abrof-5  to 
expand  technology  development. 

4.  To  undertake  educational  efforts  aimed  at  improving 
understanding  of  the  importance  and  value  of  technology 
development  and  technology  transfer. 
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Midwest  Technology  Trading  Corporation 

The  Midwest  Technology  Trading  Corporation  (MTTC)  will  be 
formed  as  a  for-profit  organization  which  nay  have  both  public 
and  private  investors,    it  wil3  have  five  major  objectives: 

1.  To  support  cooperative  technology  development  and  encourage 
technology  transfer  within  the  region  and  between  regional 
entities  and  those  in  Japan  and  the  United  Kingdom} 

2.  To  negctiate  equitable  technology  trading  agreements 
between  Midwest  and  foreign  entities,  beginning  with  those 
in  Japan  and  the  United  Kingdom; 

3.  To  build  a  portfolio  of  technologies  acquired  or  licensed 
from  small  businesses ,  universities  end  others  with  the 
express  intent  to  transfer  them  to  entities  in  other 
countries  as  well  as  for  catalyzing  the  expansion  of  firms 
and  the  creation  of  new  ones  in  the  midwestcrn  region^ 

4.  To  provide  advisory  technology  management,  marketing  and 
other  related  services  to  the  Cooperative  Technology 
Development  Consortia  and  to  Midwestern  universities  and 
small  businesses. 

5.  To  develop  and  market  a  technology  information  base, 
including  information  on  available  technologies  and  needs 
in  the  Midwest  «nd  various  countries,  particularly  Japan 
and  the  United  Kingdom. 

To  the  extent  possible,  MTTC  will  attempt  to  have  existing 
trading  companies  or  technology  brokers  actually  manage  the 
exchange  transactions.  Where  this  is  inappropriate  or 
impossible  for  some  reason,  MTTC  will  itself  assume  the 
transaction  responsibilities. 

MTTC  will  build  its  technology  portfolio  through  either 
representation  rights  or  the  outright  purchase  of  technologies 
or  investment  in  specific  technologies  through  the  acquisition 
of  either  equity  or  debt  positions.  in  all  cases  where  the 
company  invests  in  a  technology,  it  will  do  so  based  upon  the 
expectation  that  the  technology  will  be  valuable  in  t.ie  context 
of  technology  transfers  between  entities  in  the  Midwest  and  in 
other  nations. 
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It  is  important  to  stress  that  the  guiding  principle  governing 
MTTC's  strategy  will  be  to  reinforce  and  build  upon  t*<e 
comparative  advantages  of  the  Midwestern  region.  This  means 
not  simply  focusing  on  certain  industries  in  which  the  Midwest 
appears  currently  to  have  an  advantage,  but  also  to  be 
cognizant  of  situations  in  which  the  region  has  the  requisite 
resources  to  spawn  new  firms  and  industries.  The  overriding 
goal  of  KTTC  is  to  build  on  the  strengths  of  the  region  through 
cooperation. 

The  specifics  of  organization,  governance,  etc.,  of  MTTC  will 
be  a  priority  effort  by  the  Institute  during  1985. 

Cooperative  Technology  Development  Consortia 

The  third  element  of  the  cooperative  program  is  the  Cooperative 
Technology  Development  Consortia.  While  the  structures  of  the 
Consortia  are  expected  to  vary  in  response  to  the  various 
interests  of  the  participants,  the  Consortia  are  envisioned  to 
be  a  mechanism  for  leveraging  the  technology  development  of 
universities  and  corporations  in  discipline  areas  defined  by 
the  Institute  in  cooperation  with  the  development  participants. 

The  governance  (management)  structure  under  which  research  and 
technology  are  conducted  in  the  U.  S.  university  system  is  such 
that  the  role  of  the  individual,  in  both  the  funding  and  the 
conduct  of  the  project  with  which  he/she  is  involved,  is  a 
critical  element.  Accordingly,  to  be  successful,  the  planned 
Consortia  must  be  structured  so  as  to  complement  the  overall 
mission  of  the  participating  research  universities.  In  effect, 
this  means  drawing  directly  on  the  strengths  of  faculties  and 
student  bodies  where  individual  initiatives  are  prized 
commodities.  From  observation  Jt  the  university/industry 
centers  that  the  National  Science  Foundation  has  established, 
as  well  as  from  cooperative  programs  in  the  area  of  high  energy 
physics,  it  can  be  expected  that  faculty  and  students  will  be 
willing  participants  in  programs  that  are  guided  by  responsive, 
democratic  leadership.  Indeed,  such  voluntary  and  active 
participation  is  one  of  the  major  assets  of  this  nation  in 
outpacing  foreign  competition. 
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While  it  is  important  to  assure  that  there  is  no  abridging  of 
the  essential  autonomy  of  participating  states,  universities  or 
corporations  in  the  administration  of  the  Consortia,  it  is  also 
important  that  they  reflect  -  both  in  their  administration  and 
their  work  agendas  -  the  broad  needs  of  the  region.  Therefore 
both  the  institute  and  MTIC  will  work  with  the  participants  to 
define  the  appropriate  cooperative  technology  programs.  six 
areas  seem  pertinent  for  elaboration:  first,  the  criteria  for 
determining  which  areas  in  specific  universities  are  the  best 
candidates  for  participating  in  Consortia,  including,  in 
particular,  the  priorities  for  establishment;  second, 
possibilities  for  the  administration  of  the  Consortia  which 
deal  with  how  the  faculty  and  the  private  sector  could  be 
involved  in  management;  third,  the  nature  of  incentive 
structures  (fellowships,  travel  grants,  etc.)  which  will 
encourage  interuniversity  exchanges  of  faculty,  students,  and 
data;  fourth,  mechanisms  for  dispersing  the  technologies  and 
scientific  outcomes  that  result  from  the  activities  of  the 
Consortia  to  participants  from  the  private  sector  and  to  MTTC; 
fifth,  the  feedback  of  revenues  from  the  marketing  or  trading 
of  technologies  and  scientific  outcomes  to  the  Institute  for 
distribution;  sixth,  areas  of  research  and  technology 
development  which  would  appear  to  be  of  particular  national  and 
international  significance  in  the  coming  decades. 

Whether  they  are  within  a  single  university  or  cooperative 
ventures  of  several  institutions,  the  success  of  most 
interdisciplinary  programs  is  dependent  on  mutual  need. 
Usually  this  need  is  met  through  the  complementary  nature  of 
che  inputs  of  the  participants.  The  focal  points  for  such 
complementarity  frequently  include  one  or  more  of  the 
following:  costly  equipment,  expansive  ideas,  and  the  need  for 
intellectual  communion.  These  foci  will  be  kept  in  mind  when 
the  Consortia  are  established. 

Since  the  Institute  is  to  serve  as  the  principal  organ  for 
encouraging  and  facilitating  the  development  of  Consortia,  it 
is  important  that  the  advice  provided  be  the  most  perceptive 
possible.  Therefore,  the  Institute  will  develop  a  mechanism 
for  engaging  in  the  long-range  strategic  planning  targeted  on 
5SKS      9  industrial  health  of   the  community   in  the  year 

200C  and   beyond.     Accordingly,    funds  will   be   identified  that 
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will  enable  annual  •think-tank*  sessions  which  include 
participants  from  the  Consortia  and  other  knowledgeable 
resource  persons.  This  review  will  serve  the  dual  purpose  of 
updating  the  Institute  on  the  activities  of  the  Consortia  and 
enabling  the  use  of  Consortia  personnel  as  a  resource  for 
long-range  planning. 

If  the  Consortia  are  to  assure  the  most  rapid  translation  of 
technologies  into  marketable  commodities,  the  manner  in  which 
industrial  representation  is  involved  with  program  development 
and  administration  of  centers  is  crucial.  The  model  used  in 
the  nat  ional  laboratories  and  some  universi t  ies  is  the 
establishment  of  advisory  panels  that  include  scientists  and 
administrators  who  are  representative  of  all  the  involved 
constituencies.  The  Institute  will  explore  such  approaches  and 
determine  whether  or  not  they  warrant  adoption. 

Because  all  of  the  universities  which  will  be  associated  with 
the  Consortia  include  faculties  with  overlapping  competencies, 
it  is  important  that  the  Consortia  be  in  a  position  to 
facilitate  interuniversity  communication  among  the  faculties 
and  the  students  they  mentor.  Thus,  with  the  establishment  of 
each  Consortia,  funds  will  be  provided  for  the  following 
purposes:  travel  and  subsistence  allowances  for  brief  visits 
to  the  centers  by  faculty  and  students  from  other  institutions; 
fellowships  for  graduate  students  to  study  at  the  centers;  and 
salary  monies  for  faculty  from  other  universities  to  enable 
them  to  conduct  research  at  the  Consortia  for  a  protracted 
period. 
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MIDWEST  TECHNOLOGY  DEVELOPMENT  INSTITUTE 

Work  Plan 

The  major  tasks  of  the  Institute  will  include: 

1.  Encouraging  or  otherwise  stimulating  interest  in 
technology,  technology  development  and  technology  transfer; 

2.  Setting  goals  and  developing  strategic  plans  for  the 
ii5iii!!t€-«!?f  HTl°  as/istin*  in  the  development  in 
KSl^1^  f°r    th€  ^hnology 

3.  Educating  public  and  private  officials  about  the  importance 

hn°i°?S  and  suitable  technology  trade  to  economic 

aJa-  th1  need  for  a  te**"**1  approach  to  technology 
trade  and  development; 

4.  Creating  appropriate  interrelationships  with  universities 
public   and  private  laboratories  and  private  cor^atiow 
that  may  be  interested  in  the  work  of  the  Institute* 

5.  Establishing  relationships  with  appropriate  entities  in 
Japan  and  the  United  Kingdom;  18  in 

6*  ?SY2l0Sf??*  for  ^^"ation  by  the  individual  states  and 
S^*n?n«  !1th*  re^<>nal  agenda  for  cooperative  research, 
detailing  with  some  specificity  the  need  for  and  potential 
of  cooperative  technology  development;  and,  P^wiai 

7.  Providing  appropriate  assistance  to  the  member  states, 
universities,  state  trade  offices,  other  interested 
organizations  in  their  own  efforts  it  understanding the 
potential  value  of  technology,  technology  transfer  and 
exploitation  of  available  technologies.  ««n«er  and 
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Staffing 


The  Institute  will  be  headed  by  a  President  experienced  in 
working  with  states,  businesses  and  universities  in  the 
development  and  application  of  technology.  It  is  expected  that 
one  of  the  first  actions  of  the  Board  of  Directors  will  be  to 
form  a  search  committee  to  seek  a  President. 

Three  Vice  Presidents  will  be  hired  by  the  President  with  the 
concurrence  of  the  Board: 

o  A  Vice  President  for  Strategic  Plans  and  Programs  with 
responsibility  for  strategic  planning,  communications  and 
relatior.siups  with  the  states,  the  universities  and  private 
bus  inesses  including  securing  their  participation  in  the 
Institute  and  its  programs  and  for  long  range  strategic  and 
financial  planning; 

o  A  Vice  President  for  Research  with  responsibility  for 
developing,  in  conjunction  with  the  Board  of  Directors  and 
the  universities,  a  cooperative  research  agenda  and  for 
developing  a  program  to  inventory  available  and  needed 
technologies; 

o  A  Vice  President  for  Technology  Trade  with  responsibility 
for  developing,  in  conjunction  with  the  Board  of  Directors 
and  others,  the  Midwest  Technology  Trading  Company  and 
establishing  processes  and  mechanisms  for  technology 
transfer . 

Country  specialists  for  Japan  and  the  United  Kingdom  will  be  on 
the  staff  of  MTTC.  Until  that  organization  is  established, 
specific  country  expertise  not  available  from  the  staff  of  the 
Institute  will  be  hired  on  an  as-needed,  consultative  basis. 

Suggested  First  Steps 

Following  the  incorporation,  several  initial  steps  will  be 
taken  by  the  Institute: 

1.  Form  subcommittees  of  the  Board  of  Directors  to  accomplish 
certain  tasks,  including:  (a)  a  search  for  the  President; 
(b)     establishing    a    long-term    financing    plan    for  the 
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Institute;  (c)  establishing  the  Midwest  Technology  Trading 
Corporation;  (d)  developing  specific  policies  and 
procedures  to  guide  the  Institute;  and,  (e)  developing  a 
cooperative  research  agenda; 

2.  Provide  assistance  to  the  member  states  and  to  other 
interested  states  in  passage  of  legislation  (if  necessary); 

3.  Assist  universities  in  the  member  states  to  understand  how 
the  universities  and  the  Institute  might  best  interact; 

4.  Develop  an  initial  technology  agenda,  outlining  the 
technology  interests  of  the  various  member  states ;  and 
develop  a  program  or  process  for  identifying  an  existing 
and  needed  technology; 

5.  Establish  necessary  contacts  with  appropriate  individuals 
and  organizations  in  the  United  Kingdom  and  Japan; 

6.  Review  by-laws  vis  a  vis  appropr iability  for  operation. 


The  Institute  will  be  incorporated  with  a  Board  of  Directors 
appointed  by  the  participating  states.  A  state  will  be  a 
founding  member  when  it  has,  before  June  30,  1985,  agreed  to: 

1.  Appoint  four  Directors  to  the  Board; 

2.  Make   an    initial    $50,U00    contribution    for    the  operating 
budget  through  December,  1985. 

Any  state  which  is  a  member  of  the  Midwestern  Governors* 
Conference  is  eligible  to  be  a  founding  member.  The  Board  of 
Directors  may  admit  other  states  as  additional  members  who  will 
then  acquire  the  same  rights  and  obligations  as  are  applicable 
to  the  founding  members.  The  Board  may  also  make  provision  for 
associate  membership  by  any  individual,  corporation  or  other 
entity  with  an  interest  in  the  mission  of  MTDI. 
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Th  e  Board  of  Directors  shall  have  four  Directors  from  each 
member  state,  and  up  to  five  Directors-at-Large  at  the 
discretion  of  the  members.  The  President  will  serve  on  the 
Board  as  an  ex-cfficio  Director.  A  Chairman  of  the  Board  will 
be  elected  annually  by  the  Board  from  its  membership. 


The  administration  budget  for  the  first  year  of  operation  of 
the  Institute  is  estimated  to  be  $26,000.  The  Board  of 
Directors,  in  refining  the  operating  plan  for  the  Institute, 
will  also  develop  a  financing  plan  for  continued  operation. 
Each  participating  State  will  be  expected  to  contribute  $50,000 
towards  the  first  year's  operating  costs.  The  State  of 
Minnesota  has  agreed  to  assume  some  additional  costs  if 
necessary • 


Budget 
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rlKI  THE  NEW5...IN  \  HE  graTES 


AaaOCttnOMO* 
•OUTNOMOt* 


Graattnga  and  Happy  New  Yawl 
As  tha  Incoming  praaldant,  I 
would  Ilka  to  thank  tha  aaaod- 
atlon'* rnarnbarahlp  tor  tha  conll- 
danea  thay  Dm  thorn  by  allowing 
mo  to  aaauma  thla  position.  1 
would  alao  ilka  to  s  stand  our 


FottowVwi  that  maatlng,  ttw  Sub- 
<SfWon  Committao  mat  with  tha 
Montana  Aaaodatlon  of  Aaahora 
and  ttw  Montana  Aaaodatlon  of 
Wagtatarad  Land  Surveyor*  to  dte- 
ouaa  MAT*  proposal  Tha  maating 
waa  aatracnory  producttva  and  wt 
wwa  abto  to  than  maM  aomt 
cftangaa  that  should  bo  mora 
egnwabto  to  evenjone. 

Ai  mambara  ot  tha  aaaoctatlon 
WW  ba  recefvtog  •  oapy  of  tho  prr> 
poaad  cftangaa  *»  aoon  aa  poe- 
aftto.  Wa  aa*  that  you  land  your 
paraonal  aupport  by  ravtowtng  tha 
propoaad  changaa  w!th  your  local 


would  alao  ilk*  to  axtand  our  piaming  board*,  gavarnlng  bodws 
Vm*»  and  aggradation  to  Andy  and  legislator*.  Wa  muat  gain 
Eppta  tor  all  Ma  work  and  aoconv    aupport  on  tha  local  tovai  baton) 


dlshrrwnt*  clurtng  1JS4. 

Aa  you  aro  an  a«ara.  1M6  tt  a 
vary  knportant  IwgUiotrvw  ytar  for 
tha  aaaoctatlon.  Tha  Subdivision 
and  Lagiatativ*  committaaa  hava 
baan  working  vary  hard  In  pcapar< 
log  a  bill  to  tighten  up  tha  uaa  and 
abuN  ol  tha  axamptlona  and  to 
ancouraga  tha  uaa  ol  tha  Subdi- 
vision ravtow  procasa.  Tha  Board 
of  Dkadora  MM  thtlr  fcat  maating 
on  tha  15th  ol  January  19*3.  m 
Hatona,  and  flnaHrad  MAPa  poal- 
(ton  in  ralatlon  to  thaaa  changaa. 


wa  can  axpaet  ft  to  ba  ■uocaatM 
on  »ha  stata  tovat 
Tt«  aaaodatlon  at  tha  praaant 


Dues  are  duel 


tlma  has  only  57  ragtatorad  mam- 
bara. fiaaaa  ba  adviaad  that  yo*r 
duaa  a/a  axpaet  ad  by  January  1  ol 
aach  yaar  All  thoaa  not  rag>atarad 
by  March  1, 1805,  wlH  ba  takan  oil 


tha  capital  to  puraua  our  aftorta 
In  tha  legtaieture.  Without  your 
duaa,  ft  makaa  ft  aotramary  <am- 
oufi  to  pay  tha  artttctpatod  ea> 
peneee.  Your  imneoTeie  raaponaa  * 
wtiibagraatlvapprociatad. 

Tha  foBowaig jfeard  of  Oavctore 
hava  baan  aetscted  to  chair  thaaa 
committaaa:  Mania  Dkfna,  Spring 
Conlaranca  Commlttaa;  Andy 
eppla,  Laglalattva  Commlttaa; 
Steve  HerbaNy,  Protoaatooil  Da- 
vatoprnant  and  Eduoatton  Com- 
mrttae;  KgrjnNnnar.  APA  Afftn- 
atton  Commtttaa;  Jerry  Soranaon, 
Subdtvtoton  Ravtow  Committee; 
Kathy  Foliar.  Mamberahto  Com- 
mittae;  Mika  Monay.  CDBQ  Com- 
mlttaa. Mika  Monay,  Waa  tarn 
Planner  and  MAP  ftowatottar  Com- 
mlttaa. 

N  you  hava  any  questions,  ktoas 
or  commanu,  p4aata  contact  thaaa 
indMdueJ*.  I  look  forward  to  nwet- 
log  and  wo. ung  with  you  thla  naxt 
yaar  II  yotfra  avar  In  Boxaman, 
ptoaaa  dont  haaitata  to  atop  In 
and  nan.  Hava  a  n*ca  yaar  and  I 
hopa  to  aaa  you  at  tha  Spring 
Confarancef 


Aaaodatlon  of  Oaograph- 
J  Ptannare  wM  ba  hatd  on 
March  14  at  South  DakoU  Stata 
;Ur*rarelty  m  SVocUnga.  At  thla 
potot,  toptoa  tor  tho  annual  maat 
mg  inctuda  tha  following: 

•Plawnwig  Uatoa  Aartai  Phase, 
arashy  aa  a  Saaa  Map.  Oava  Quaat, 
nanrrtrtf  0  tractor.  Minna  tuna 
Cawatjr, 

•ftoadway  Mapping  Systaraa. 
Oaaaiai>taarvOirwc>or.SK»0 

SSiton!  arfS  ba  BeMeTSw 
Student  Union  In  •  ma  King  room 
too*  announced. 

Additional  aaaalona  wfM  ba  pro- 
poaad aa  thay  bacoma  known. 
Times  for  tha  aaaalona  had  not 
flnaOzad  at  tha  tuna  thla  article 
waa  writ  Ian. 


Idaho  Plannert 

News  on  APA  Sec- 
tion out  soon.  Pros- 
pects look  good. 


■■J^ntoB^jctof  lorGtiwtta, 


Tha  lagiaJatura,  coca  again,  la 
In  »*»Uon  Thay  will  ba  pondartnc 
naw  kgiaiaiion,  aa  wari  aa  changaa 
In  axlatlng  atltutaa  concarnMg 
clllaa,  towna  and  countlaa.  Tha 
lonowing  la  a  briaf  kst  ol  fiiad  bffla 
which  may  hava  a  ratatlonahlp  to 
Plannara  around  lha  atatr 

hb.  36~Raai  piopafty  atata- 
mant  of  conaldafa"on.  H  B.  64- 
Abandortad  vawct**.  HB.  129- 
Oty  and  Town  oparationa  {Tt»a 
15c  changaa*  S  F  H-PuMtecoo- 
tracta;  S.P.  47>Oitiaa  or  Towna 
ooramlng  body  powara  (Tllla  15; 
changaa);  h.b  iSO-Hazardoua 
watta  aludy 

If  you  hava  any  quaatlona  or 
naad  lurthar  Information  conoanv 
Ing  tha  abovo  WUa  or  othar  plan- 
ning raiatad  wtta.  contact  Tom 
Bond.  Chaywnna.  or  any  othar  of 
tha  WYOPASS  Board  Marnbara.  II 
you  aupport  or  ara  agalnal  any  of 
tha  piopoajd^llia  or  changaa.  tot 
toga.  Aa  you 


may  know,  tha  County  Clark  usu- 
ally haa  ooptoa  ol  H.B.a  and  s.F.a 
In  thair  of  iicw  for  tha  ganarai  pub- 
Hr/auaa. 

NEW  JOSS 

Karvay  Krauaa,  lormar  Ollittta 
City  Planning  Olractor,  rttignad 
and  accaptao  a  naw  Job  aa  Aaaia- 
tant  City  Admlnlatralor  whlla  Joa 
Itoctna  haa  bacoma  tha  naw  PUn- 
ictof  rerOMatta,  « 
I*  Kowatcrvk.  Cfractor  of 
for  tha  City  ol  Landar. 
win  ba  laaving  aoon  to  accapt  a 
naw  position  In  Douglaa  County. 
Havada  aa  Aaaociata  Plannar. 
PurtnflNa      yaar  atay  In  landar. 

PitMMers  <m  the  mo  pel 

Damn  waa  tovohad  In  tha  ravtalon 
and  Implamontctlon  ol  tha  dty*a 
Zoning  Ordlnonca  and  SubdMalon 
Raowiatlona,  aa  wan  aa  lha  up- 
dating of  tho  Major  Tranaportalton 
Flan  and  Growth  Managamant 
Plan.  Dannla  waa  alao  invofvad 
with  tha  writing  and  hnplamanta- 
tton  of  tha  Sour  Accaaa  Parmit 
eyttam.  and  tha  Initial  phaaaa  ol 
tha  propoaad  Annexation  Policy 
lor  Landar.  Alan  PHaaht.  Aaafat' 
ant  to  tha  Mayor  of  Land*,  win 
ba  taking  ovar  tha  planning  ra- 
aponaibnittoa  ones  Dannla  toavaa 
t  rwaaajbflttj>d  luck  to  you.  Dannla, 
and  younWwajaln  your  futura  an- 


PLANNING  TO  TAKE  . 
THE  1985'AICP  EXAM?  " 

Order  the  new  "The  AJCP  Exam  Made  Easy"  atudv  kit 

rrrp*ft<)  by  tht  WtiMnpon  CS*pttf  Afi 
Th«  Mwrfy  Ut  conUfcn.  1)  Sfcrfy  iwldf  Indudb^  wmplt  turn  2)  Mdxi  ckmo* 
'•tto'AXt  fHaMMBf  \+pH  avaMabla  *«ra  aw  W«r4loion  CMc«r  Ar>A 

COST:  $20.00       ****  *  pi*m  w 

^  ™- "--TtarAFA    '  * 


AtCFEumaVadUMi: 
>  *r*y  triMHiini  -  IA  « 


To  ardcr  or  for  InfomviHon  contact:  , 


itaii  oaurvn 
akoocam  ruunrua) 


byKanrwStLttiaajara  ' 
Tha  Utah  Chaptar  Plannara  aay' 
Hanoi  Wa  hopa  to  fnckida  a  col- 
umn In  aach  Wf>  adftlon  In  tha 
futura. 

U)M  Uaa  Law  Saawnar 

Tha  axacutfra  oomrnlttaa  and 
program  commrttaa  hava  workad 
dlDgantly  to  prapara  for  tha  up* 
coming  APA/AfCP  Land  Uaa  law 
Samlnar.  Sat  aatoa  Fabruary  21 
and  22, 19S9  tor  a  vtalt  to  tha  Baa- 
hlva  Stata.  In  addition  to  tha  ragu- 
lar  aaaalona,  mobtto  toun  of  ma 
downtown  araa  aro  ptarvwd,  aa 
wfdMi:  social,  rwmambar  Uarfa 
lal  powdar  akflng. 


Fabruary  Contact  Garth  Umburg, 
Provo  City.  373-7170  lor  datana. 
OaaaJaaj  Up 

Tha  program  commlttaa  con- 
'  ttnuss  to  of  tor  anngthtantng  month. 
>  fy  finchaona  Sowto^iipoomlng 
topic*  Include  < 

-  ■  Fabruary-Land  Uaa  Law  Sam*- 

-  nadSoctoJ  hour 

*  Land  Use  Law 

 tepsasW 

;  March -Historic  Praaarvalton 
Apr tj — Wasatch  Front  Ught  Rail 


Tha  chaptar  haa  eataMthad  a 

commlttaa  to  ooordinato  wtth  WP 
aiiorta,  M  you  hava  quaatlona  or 
concama  with  WP  laauaa.  contact 
y  of  tha  lohowlng  paraonr 
"Canrwth  Ibjamora.  OchaCoun- 
752*327 

MayftoM.  Carta  County, 


Contoa,  Stata  Ag.  Daot, 


laa  haa  pvaparad  a  aartoa 
W  AfCPaaam  ravww  aaa- 
bagmning  tha  that  waak  fn 


May- Annual  Chaptar  Confar- 
anaa 

Watch  tha  Chaptar  ftowatottar 
for  datalla  on  data,  location  and 
eaal 

Aa  you  can  taa.  wa  In  Utah  hava 
a  graat  amount  ol  taknt  and  dadt- 
cation  working  for  our  chaptar. 
Tha  tottowtng  ara  our  offlcara:  Pat 
Conarau.  Pmaiaant  (Ogdanfc  WW 
Somnwrkom.  Vtoa  PraaWsnt  fDavta 
Cot  Kannath  Sttamora,  Saeratary 
(Cacha  Co  Y,  Barbara  Murphy, 
Traaaurar  (Stata  Htatorto  Praaarva- 
ttonfc  ftob  Scott.  Paal  Praaktont 
(Ogdan);  Oarth  Umburg.  PtoL  Da- 
vatoprnant  (ProvoK  *>v  "<wnto  La> 
kar,  Proaxam  (Sat  LaMfc  Cathy 
0*w\  Ctt'jan  PWnrwr  HanM  ani 
Cat  CfwmpMrvSMant  fV  of  UL 
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Network  News  Housing,  CP,  Hazards 


First  publicly  sponsored  mobile  komt 
park  in  Northwest  under  construction 

County  Haattng  AOmHj 


Tht  King  County  Howling 
Authority  (KCHA)  It  OC<*tfucV 
loo  tha  fir  at  publicly  tpontond 
mobrta  horna  park  m  tha  North- 

WML  Tha  part  l«  tha  ttrat  tHp 

by  KCHA  to  promote  horn*  own- 
arthtp  lor  low  and  mod* ttt- 
mcoma  aanlora.  Tha  park.  Van 
tag*  Qten.  wHt  ba  tortowad  by  a 
aacond  park  lor  ivniU—  rnd 
aanlor  ctttoana. 

Vantaga  QKn  it  locate)  tfi 
muaa  aouthatit  of  Saattta  and 
it  cloaa  to  a  tvfl  ranga  of  ahop- 
ping  and  haaiih  aarvfcaa,  Tht 
164-noma  park  will  provWt  a 
aacura  anvtronrnant  and  wf!l 
f  tatura  an  atiracttva  oonvnunity 
Ctntar 

Tha  Vantaga  Qlan  Mobil* 
Komt  Parte  combtnat  a  numbar 
ol  aiamantt  that  raautt  In  aHord- 
ab4«  houalng  Icy  aanlor  clllitna. 
Tht  land  purcnaaa  and  planning 
lor  tha  park  wart  llnancad  with 
block  grant!  from  King  County 
Construction  ol  park  Improva- 
mtntt  (community  building, 
ttraata.  wtltr.  atwar.  powtr) 
art  lundad  by  tax  Iraa  bond  an- 


Tha  oott  to  to*  at  vantaga 
(Man  wW  ranga  from  2190  par 
month  (if  tht  coup**  pwrchatti 
tnatr  homt  for  caar*  lo  U6t  <W 
tha  horn*  purchaat  H  Mry  fkv 


Houalng  Authority  Tht  mobHa 
homttwHlbt  purchaaadbytha 
aanlor  fatidanta. 

Tha  low  coat  of  manuf  acturad 
touting  la  a  critical  part  Ot  thit 
program.  Acting  aa  a  daatar, 
KCHA  wtii  bt  abta  to  provMa 
an  aldtrty  coupia  wrth  a  two- 
bodroom,  goo-aqua/a-foct  noma 
for  lata  than  * 1 5.000.  TT^  com 
partt  tarorabta  with  tht  i45.0OO 
to  $28,000  conttfuctton  cotl  of 
a  eoo-aquara-toot  ont  bodroom 
unit  In  a  tank*  cJtUan  muM- 


family  buttdfcng. 

Tha  park  wHt „ 
thoat  act hra  aaniora  with  lr> 
comn  cloaa  to  I0H  of  madlap 
Incoma.  Marktt  information  kv 
dtcataa  that  raatdama  wtfl  bt 
youngar  twomarnbar  famiitaa. 
TMt  didara  from  our  cunant 
aanlor  raaidantt  who  land  to  bt 
manuart  of  aingia-paraon  fami-  ' 
tfaa  with  Incomaa  cloaa  to  or 
baiow  »n  of  madian.  Tha  aant- 
ora  at  Vantaga  Otan  vrlM  hart 
tha  raaourcaa  to  caah  out  or 
f  inanca  tha  moblia  homaa. 


In  prtvata  parka  ol 
park  radtvatopad  to  a 

*  muKMamfty  or  corrunardal  uaa 
wM  not  bt  an  laaua  at  Vantaga 

;<*tn.  Tha  banafrta  of  a  land 

*  purohaat  grant  from  King  Coun- 
ty, tak  antmpl  conatruction  and 
parmananl  financing  through 

/  KCHA,  and  non-proftt  managa- 
-  rntnt  by  tha  Houalng  Authority 

*  acorva  to  tha  aantor  cittuna  In 
Ota  form  of  lowar-tharHnarkat 

vpodrantaia.  • 

Tha  public  banafitt  by  a 
alabfa  aourea  ol  affordabla 
houalng  for  aantor  cltliana.  Tha 
coat  to  tha  public  for  tht  pro- 
gram  la  lata  than  tha  traditional 
daap  aubaldy  programa.  Tho 
pubbe  Imaatmant  la  protactad 
by  tht  eombload  Intaratt  of  tha 
public  agtncy  and  tha  aanlor 


Vantaga  Okm  damonatraiaa 
that  a  houamg  authority  with 
aaaWanca  from  local  govam- 
mant,  In  thla  caaa  King  County, 
can  product  at  tordabfa  homing 
without  daap  (adarai  aubtkfeaa. 
Apririlad  fro*  ma  Ntrakwaar 
MAHHOIH 


Advisory  group  used  as  communication  link  to  manage  change 

^TT.^?  ^^bthfaanth,  two  cor^jnU 
RaMHaughay  '  .  ^2!r\   oMawr-To  affacthwly' fnanaga  IMt^ao  tfurf^totna'hava  I  otttwT* 


Wattam  County*C«ordtnator 

Rangaty,  Colorado 
Thtra  ara  unlqua  probiamt 
and  opportunltltt  that  mold  tht 
planning  procast  In  Rio  Blanco 
County  and  our  tttorta  at  dnitn 
participation.  Ont  »uch  uolQut 
quality  la  tht  amtronmant  of 
Changa  wa  function  la 

No  Blanco  County  la  tha  ttta 
Ol  both  prototypt  ltdaral  on 
ahala  Itaaat  in  Colorado  By 
tomt  tttimttaa.  within  tht 
bcundtdtt  ol  tha  Ptcttnct 
Craak  Baaln  (which  Hat  prtmar 
lly  within  »Sa  county),  thart  it 
mora  oft  in  tht  form  of  ahala 
than  In  all  of  tht  Middlt  Eaat 
Out  to  tha  axptrtmtntai  naturt 
of  tr*  racovtry  procaaa  raqufctd 
to  turn  ahala  Into  oil.  tha  couraa 
ol  tha  davttopmant  of  thtaa 
itaata  haa  bttn  orvagaln  off 
again  for  many  yaara.  Tha  ln> 


bringing  aa  many  at  2,000  naw 
IndMduata  to  our  communltlaa 
in  a  vary  ahcxt  pariod  of  ttma) 
ara  anormous,  atpaciaity  givtn 
our  countyt  population. 

Although  tha  county  la  largat 
than  tha  atatt  of  Connaclicut. 
thart  ara  only  7,000  raaidantt. 
Tha  population  of  Rio  Blanco 
County  la  roughly  dtfidad  aouai- 
fy  bttwaan  tha  two  corrrnunttlaa 
of  Matkar  and  Rangtfy  Rangtry 
<•  a  community  highly  daptnd- 
ant  on  tha  antrgy  Indottry 
Maakar.  tha  county  aaat,  la  an 
•  agricultural  and  tourttm  conv 
mumty  that  ta  aconomlcalty  da- 
ptndtnt  on  tha  antrgy  Induatrttt 
aa  wait  Out  to  our  dapanotnea 
on  tha  antrgy  induttfy,  tha  aeon- 
omy  and  courat  of  growth  of  Rio 
Blanco  County  It  aubfact  lo 
national  and  Intamattonai  con- 
dittona  bvar  which  rt  aidant  a 
hava  Hitta  control.  Boom  and 


altuatton.  tha  Davalopmant  Oa- 
partmant,  undar  tha  dtraclion  of 
tha  County  Corrvntaatonara.  haa 
aatabtithad  tha  Wattam  and 
Eaattm  Advf  aory  group  a.  Thtaa 
groupa,  comprtaad  of  formal  and 
Informal  wmrnunrty  faadara,  pro- 
vfda  tha  vafucla  for  acMabg  tha 
cemmttatonara  on  tha  dadatona 
thay  .TMka  ragardlng  commit, 
mania  of  capital  funda  to  pro- 
Jacta  undartakan  to  ma  nag  t 
potantiai  growth.  Rapraaanta- 
tfvaa  from  aach  of  tha  towna 
and  tvary  apadat  diatnet  ara  Irv 
dudad  fn  thaaa  groupa.  Tha 
Wattam  Advtaory  group  rapra- 
aanta tha  community  of  Ranga- 
*y.  md  tha  Eaatarn  Advtaory  » 
group  rapraaanta  Maakar 

Tha  Planning  Commiaaion  la 
Invortad  In  tht  procaaa  of  ra- 
vtaw  for  ait  actMtlaa  ragulrfng  , 
parmlta  and  thay  aftamata  mtat- 
Ingt  (aa  do  tha  oom^iaaionaraK 


opportunity  to  da  haard  al 
thaaa  public  maatinga.  Thla  ta 
no  aaay  taak.  tapadatty  in  wtn- 
tar.  ainca  tha  towna  ara  afarfy 
muat  apart 

Aa  with  moat  amall  communl- 
tlaa. much  of  tha  comrnunlca- 
tion  about  tha  avantt  of  tha  day 
occur  on  a  vary  Informal  favat. 
and  aach  (own  haa  thair  cottoa 
ahop  whurantwala  axchangad. 
Thoat  IndMoualt  kwohad  In  tha 
ptanrOng  procaaa  In  Rio  Blanco 
County,  from  atoctad  offtclafa 
to  ataff.  try  to  toap  informal 
Hnka  of  communication  opart. 
Tha  advtaory  groupa  wa  an  af- 
facth*  maana  of  Incraaatng  par- 
tfctpallon  and  vtafbHity  Whan 
uaad  In  conjunction  with  an 
opan  and  honttt  alHtudt  by  aft 
Imotvad.  tha  ctlUana  of  Rio 
Bianco  County  ara  abfa  to  axa* 
daa  an  affacthra  and  tknafy 
votot  in  tha  planning  procaaa. 


Reducing  earthquake  hazards 


**"£y  «*t«A»e*una aw  put*. 
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Rediscovering  Agriculture--- 
Key  to  rural  economic  development 

Special  Utah  Case  Study  Section:  Pages  5-13, 16, 


Overview:  Planners' skills  valuable  asset  to'f£ 
agriculture  and  rural  community  development^ 


,  -?:  Thanks,  Utah! 


In  gathering  the  articlee  for  lhl»  Issue,  we  ' 
h*>-  pieced  en  emphasis  on  egricutwe  as  « 
rurtt  economic  development  opportunity.  Corv 
scaring  In*  amount  ol  attention  befog  focused 
on  the  •conomic  decline  ol  agriculture  th» 
may  seem  to  represent  ksmikeie  •conomic* 
at  It i  beet.  Oecriy  much  ol  Airnrtti'i  egri- 
culture  U  In  teriou*  trouble.  The  etrength  of 
the  dollar  abroad  m*xt»  our  agricultural  De- 
duction lets  competitive  m  the  world  market. 
High  inlet est  iitrt,  production  ~-oeta  that  ex- 
ceed market  prVe.  and  th*  increase  co*t  ol  ' 
doing  business  have  ail  conspired  lo  m*k« 
agriculture  ***m  like  *  poor  Lat  for  •conomic 
development.  And  certainly  lonculwi,  or  «ny 
<x*m  industry,  should  not  be  considered  tn* 
universal  cur*  (or  the  legging  rural  economy 

Rural  development  ieq<j*t»  thci  th*  unique 
strengths  and  weaknesses  of  th*  particular 
rural  area  be  ca/efutty  evaluated.  Such  «n 
•valuation  may  show  thai  agriculture  la  th* 
business  that  th*  rural  community  mutt  ra- 
ce** from.  Th*  problem  tt  that  all  too  often 
agriculture  ii  viewed  horn  tha  perspective  of 
conventional  wisdom  that  suggests  thai  th* 
crop*  andth*  market*  for  tha  egricutiure  ol  a 
p»r!vcuUr  place  wilt  not  change  tf  farmar*  am 
losing  money  growing  alfalfa,  tha  mral  dtvat 
opment  epeclaiist  Is  likely  to  conch**  thai 
something  other  than  agriculture  la  tha  hop* 


production  and  leproed  marketing  and  distri- 
bution ar*  only  now  beginning  to  receive 
attention. 

How  do*«  &  this  terete  lo  th*  needs  of  tha 
planner?  Most  rural  planner*  hav»  had  lo  be- 
coms  mora  diverse.  Thoy  have  lo  of  (ar  th* 
ciient  or  tha  city  or  county  mora  than  a  master 
plan  and  a  ronlng  map.  The  planner  mutt  be 
a  compr*h*ntMat,  able  to  relate  planning 


CdHofW  and  tVvaocial  itjpport  foe  thc% 
apodal  OOOtton,  A$ricunuri~th*  Key, 
came  from  th*  Utah  Deportment  of 
Agriculture.  Nproctntlng  th*  Depart- 
moot  aa  coordinator  one]  oo-ecJrtor  o- 
the  section  waa  Dave  Conine,  Director, 
Planning  and  ItoMOjmont  Dovo  U  • 
*>eri  known  ptonnor  In  tha  regfoa  aod 
ha*  boon  i  ntoiftbo?  of  tho  WF  Editorial 
•oortf  aioca  1M0.  Ho  h  on  ami  «yor, 
pictured  above  wHh  Mo  favorite  morio 
of  tramportetloo  (and  reoreetloft). 


enough  to  effectively  me*?e  economic  develop- 
menl  autta  with  the  traditional  planning  re- 
sponsibilities John  Neitbitt,  author  ol  teeee- 
,  Irenes,  see*  the  future  belonging  to  th*  penor- 
*v  lor  the  economy  Maybe  so; but  aiaooutd  beftKeetMnoe  <o  e  wehordered  econor^  eai'iiip  ot^enet  beceuae  the  new  of  change  renders  the>  - 

    —    1 — —   epecieuat  obaoiete  The  generaiiet  t*  adapt 

able  and  haa  e  larger  bag  ol  ulefca  to  drew 
upon.  The!  suggests  a  niche  for  the  generaUtt 


that  the  aghcult^aiitti  rova  not  been  mnova 
the  enoooA  Hiv*  lh«y  contlderad  other  crops 
end  diffarant  markeiHig  technlojuet?  What 
about  the  vaJuesoded  Induttriee  ol  food  pro- 
cessing end  packaging  associated  with  egrt- 
Culturt? 

Most  ol  the  fxpertenced  agrtcurtural  aoaciet- 
ists  from  stala  agencies  and  the  coHega  ai 
tension  services  era  bound  by  very  national 
views  Mof*  of  the  conventional  wisdom  that 
hat  made  it  almost  impossible  lor  egrlcuiture 
to  adapt  to  a  Changing  gioUl  economy  ia  not 
needed  When  (he  egncwlturel  industry  pufta 
up  its  oh*st  to  talk  sdout  innovation,  it  in- 
varisbty  de*cnh»-  ,K*  orett  productMty  of  the 
America*  «<mer  tt  is  truai  As  Amertcen  term- 
er is  <o  productive  thai  his  product  la  a  glut 
on  the  markat  Yat  motl  agricultural  research 
it  itiU  locutedon  incrax^inQproductinry  The 
develofr<~cnt  ol  new  products  to  utUUe  our 


ment  procett.  The  relationship  btfween  the 
traditional  roiel*)  ol  the  planner  and  rural  eco- 
nomic development  hat  never  been  mora  criti- 
cal 

Only  a  few  short  years  ago.  the  major  focue 
ol  moat  of  the  literature  on  rural  community 
planning  was  dealing  wtlh  the  rapid  growth 
problem  The  "Oliiette  Syndrome"  end  growth 
impact  mitigation  were  the  rural  p)enner*e 
leading  concerns  Ouring  the  energy  boom 
there  were  many  communities  suffering  tre- 
mendous decline,  but  the  planners  attention 
waa  fixed  on  growth  impact  Planners  should 
alto  have  been  looking  at  poet-growth  Impact 
mitigation  end  should  neve  been  developing 
strategies  for  economic  et agnation  mitigation. 
The  lesson  ia  that  trends  ent  not  ultimate 
dwstlny 

Most  planners  era  trained  In  several  disci- 
plines and  the  planner  ought  to  be  adaptable 


Agriculture  haa  been  the  trsdrtic^  industry 
ol  moat  ol  rural  America.  Economic  develop- 
ment In  the  eoricutturai  sector  wW  not  require 
Impact  mitigation  etretegiee;  it  wM  W  en  exist- 
ing labor  force,  and  it  it  present*  an  economic 
use  ol  renewable  resources.  The  rural  planner 
must  conetder  whether  ihoee  tdventagea  ade- 
quately oriset  the  welMmown  problems  facing 
agriculture  today  tn  many  casee  an  tnnovetJve 
approach  to  development  ol  the  agricultural 
economy  wW  show  that  we  have  an  under- 
developed renewable  resource  In  agriculture 
Agriculture  end  the  rural  rommunitlet  are  In 
need  ol  the  planner's  Uevt'opment  and  pien- 
rwng  ekiUs.  Hopefully,  the  p>uiners  will  corv 
sider  the  poaeitytitlee. 


Senator  urge:*  action  to  reverse  trends 


by  Senator  Orrtn  0.  Hatch,  Utah 
Forestry.  Ag  0  Nutrition  Comratttee 

As  productivity  raiai  In  many  ot  our 
nairon'a  t/tdvii/rea  vttifiping.  rhee///c/en- 
cy  ol  the  US  /ermer  r$m$m$  the  awy  ol 
tha  wor;d  American  $fr<vituf.  with  /eta 
thtn  f  perceni  of  (he  woricTe  /a/mer*  and 
l$rmwOfi*rt.  produces  W  p*rc*nt  of  Ihe 
worUft  poultry  22  perceni  ot  nt  b*4t  e/xf  21 
percent  o/fltpeeChet 

fne  producfrVe  CMpttWtf  ot  the  American 
Ftimtf  It  pviicululy  mutng  »Atn  one 
con$M*f$  the  domtnCt  of  tne  lob  Farming 
tt  *  rttkr  pfopotitron,  reovMrig  a  mutntuoo 
of  Ktonttnc  tkiiH  tha  »pp>ICMtkjo  ot  bull- 
nets  pfta&plt*  sna  *o**ufce/»d  reclwwgues. 
it  ti  um*  wetf  apenf.  nomivec  at  to*  trvii* 
ot  their  efforts  luot  in*  naifona/  and  gtoea' 
oconomy  in  add/rinn  to  ttdtng  Hi  popula- 
tion tn  /act.  agriculture  it  the  numfter  one 
iMuitry  In  Ame/'ca.  employing  mo/a  man 
30  mlllton  A/»«rrc*na 

As  (eenno/ogy  eofttumt  to  btlog  toout 
decreases  m  dittos*  and  fnereasas  in  pro- 
duciMty  and  e///e'*ncy,  farmers  *ui  need 
fo  Plan  aftead  mri'ij  neceaaary  odiuit 


menia  tn  iherV  tndttidml  production  and 
muktMQ  pvacf'cea  to  rottoct  ohonglng 
conditions  Mvohemenf  tn  leg/a/afrVe  mob 
(era.  tn  my  opinion.  ahouM  not  be  over- 
lookod  es  a  port  ot  the  pttnntog  procott 
Such  rrivo/vemenf  can  produce  ditidondt 
not  only  In  fogitiotl*  mttfrt.  bit  odnunit 
//afrie  »nd  roQvtuofy  as  wetf 

'f  behooves  each  mdlviduol  to  become  aa 
tctlrtty  invo/ved  m  the  tomuUtlon  ot  potter 


ea  poulbh.  poMcutorty  VUt  coming  year, 
ea  Congreaa  bagina  >o  wort  on  the  1089 
farm  But.  A$  tt  pit  ol  Out  proceae.  policy 
mokort  wrw  ageln  /ece  acme  rough  docWont 
rogordtng  the  role  covemmoef  ahouW  nave 
In  form  policy 

On  a  nttkonol  Posit,  tignlftoont  step* 
have  been  felen  by  the  Ajminlttrotlon  and 
Congntt  to  reverse  tee  trend*  ot  the  ffTDe 
irom  expanding  exporrs  fo  both  old  tnd  new 
meriteia,  to  ro-otttPiitMng  oar  mpvtstion 
aa  a  reuebie  tuppihr  in  world  mortott  and 
opting  tax  Pvrdona  on  /arrears.  tVA/Je  these 
are  aMmportant  atop*.  I  btfleve  a  heartny 
economy  /a  the  aingre  moat  important  kty 
to  the  eefeMehnrenf  o/  e  protp+rov*  rural 
and  agricultural  aocior 

The  totaling  ol  kttoroat  rata*  Irom  an  ad-' 
ttne  Mph  a/  21  percerri  lo  tt  perceni  and 
bringing  inilstion  from  tt*  paroont  to  4  per- 
cent <a  an  ImporttA  r  haglrvilnq.  And  lAOugh 
cos/e  Increaaed  19  perceni  m  197%  (hey 
ecfuelry  decreaaetf  by  3  potomt  in  iw  it 
wM  (aJte  tnohtldvat  planning  end  ccnmtt 
mom  and  effort  fo  corttlouo  this  trand  Butt 
boil**  the  otlort  It  *it*ntltt  to  tha  Mora 
ol  the  rural  community,  the  eiefe  end  the 
notion. 

T»  ae*w  w*c*j  wy— Ml  mi  alt  Smm  rimirti 
•"sparea  twew  ere  ey*wM*irriata>. 
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Importance  of  Agriculture 
economy  to  Utah's  future 
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AGRICULTURE  ECONOMY  IN  UTAH 
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Utah  era  much  mora  dependent  on  egtlcutture 
than  others  and  may  indeed  no*  recover  Iron* 
agricultural  demise. 

In  XJdttKxv  me  energy  and  imww  rjtuetop- 
rnsnt  industries  in  rural  Utah  era  not  projected 
by  the  Vtsh  Office  ot  Wanning  and  budget  10 
c/ow  sotetsntletfy  om  the  nert  23  yt«a  The 
•grtcutturai  sjco*rorala*  m  rural  Utah  could 
therefore  become  even  mort  important  w  * 
idmai  o(  economic  CWvelopmsnt  mdMl 
nnsnaoleurvtv*ltolh*beom*ertdbu»t*ol* 
rutted  r*source-bs*ed*conomy 

Moreover,  the  Utah*  concept  referred 
lo  eertier  is  not  occurring  throughout  Utah  and 
m«y  never  occur  m  many  parti  ol  th*  *teto, 
Msny  pant  ol  Utah  do  not  po*sasa  tna  com- 
psratrra  advantages  ndcsesary  to  achieve  In- 
dustrtsiuetlon.  taenutecturtng  Jobs  In  aoma 
parte  ol  Utah  wttt  craete  Rttta.lt  eny,  backward 
of  forward  RAugt*.  Theee  area*  of  tna  atata 
do  pottnt,  In  aoma  case*,  comparative  ad- 
ventage*  In  agriculture. 

Agricultural  rtovolopmenl  in  some  part*  of 
rural  Ut*h  can  do  mora  lor  thalr  tvtur*  by  tna 
creation  of  forward  and  backward  tinkegea 
tnan  •ttampting  to  achieve  tha  urn*  industrt- 
sRutton  thai  ha*  occurred  alone  tna  Wasatch 
Front  Utah  agriculture  Is  Indaad  important  to 
Utah's  economy  and,  furthermore,  t»  dtUcai  lo 
tha  economic  futur*  ol  lha  slate.  „ 


llfAtrS  AT,Pm>i  tlj»C  CMPtOYMCNT 


So  what  do  we  do? 


tfin  rji#i^m!iT|iuiftuf» 


f-'  os*eve  bvat  naarty  all  lha  Rocky  Mountain*, 


Berber  provide*  apparent  evidence  thai  eprt- 
culture  I*  not  Important  10  lha  crarsl  economy 


crop*  and  Bveuocfc  I*  piUfwtfy 
in  term*  ol  employment,  tha  industry  remain* 
artromafy  important  tc  many  Utah  countts* 


Wa  looaansd  our  uguor  law*,  wa  generated  a 
pride  among  Utahn*  In  our  mountains  and 
snow,  and  sat  out  lo  s*n  tha**  virtue*  to  th* 
rest  of  tha  country  i  can  personalty  taattfy  ft 
has  worked,  tha*  Utah  sung  i*  revered  amang 


Following  tha  *am*  pattern,  tha  atata  la  tn- 


ctoaa*  lha  article  by  instoting  agrtcuttur*  d 
velopment  may  b*  th*  hay  lo  Mure  ooonomJo 
wan  balng  in  much  of  Utah. 


oauntry  of  aoutham  Utah.  Wa  neve  begun  lo 
shar*  our  affection  for  lha  canyon  country 
•Oh  th*  root  of  tha  CQurwy  tn  qrn*  our  NaUorv 

  m. 5  ai Ihwke may become aa revered  aa ouf  thung. 

rJ^U^T£^2!£2T  rtLZSttJts*  W*4*^  r«opi*  w»  vtert  the  etata,  rwc- 
cnotomy  wttn  raterance  to  a  program  to  pro*  tt*  ■ll.tl  and  act  to  ■dwrUaa  It* 

mot*  agrtcurtura  c*v*lopment  W*  in  tna  Utah   ^ZZ.  wwwuw*  in 

Department  ol  Agrtcurtur*  feel  egrtcuflura  de- 
v*topmam  to  poa*ibt*  In  eptte  of  alt  the  con- 
ventionat  wtadom  and  *conomJc  data  that  **y 
otherwise  Our  first  task  t*  to  reawaken  th* 
Utah  pubuc  lo  lha  importance  ol  agncuttur* 
and  10  aiplor*,  with  lh*  pubho.  agrtcuttur*'* 
opportuniila*  Whu*  agrtcuttur**  trnportanot 
I*  both  •conomtc  and  cultural,  thi*  discussion 
la  limited  to  aconomic  indicator*. 

•*rb*f*  article  I*  th*  first  tun*  In  msmory 
that  anyon*  has  attomptad  a  rational  •lamina- 
tion oi  agncuttur*  industry  amployrnant  for 
Utah.  Th*  USOA.  by  counting  avaryona  who 


II  Caayu^—O*  Nattanal  Pwri  w*n  *a 
fawawar  la  m  many  Aatanaana  aa  ar*  Maw 
-  '  '       an*  bark  dry.  In*  Aaaartaa*  pwbbc 


Waat*  RapalSary  H*  aa^aatTlki*  kaauft  ** 
Wu  partf*  Imaaiky  wauM  b»  awl  of  jkg  ajaao- 


ao  much  aa  touch**  I  cod  or  aom*  thing  uaad 
10  grow,  maka  or  tranaport  lood.  aatlmaias 
that  *mc4oymant  In  th*  food  and  agrtcuttur* 
industry  1*  naarty  22  parcant  of  national  arn- 
ptoyrnant. (Using,  th*  sam*  tachniqu*,  tarbar 
aatimataa  t05  parcant  lor  Utah) 

On  lha  othar  hand,  astimat**  ol  mcoma 
vaatty  undarsut*  agrtcurtura'a  ahar*  ol  tha 
total  aconomy  tor  two  raaaons.  on*  banign. 
th*  othar  psrvtrsa.  Tha  banign  reason  d*nv** 
from  U4.  lax  coda*,  larmar*  and  fanchsrs, 
attar  deducting  ad  aitowabt*  aipanaaa  I  rem 
their  gross  tncom**  and  up  with  vary  ttttia  tax 
ac4a  mcoma.  Tha  pwvara*  raaaon  ta  thai  t*w 
farmors  and  ranchars  can  turn  a  profit  whan 
commodity  prices  ara  down  fjchief  cufptit.  Mr 
valued  doii*rv*nd  coats  continue  loria*. 


>  h*M  begun  to  foMow  •  *fmOar  approach 
to  agrtouitur*  davtfopmanL  First,  w*  *r*  «kxV 
ing  to  reaoQuaint  Ulahn*  with  th*  Industry. 


J»at  Utah  once  produced  *  wfdO  variety  of 
fruits  and  vogatabft.  Now  w*  import  aha  lan> 
•st  pert  ot  tha  food  w*  set.  Including  about  54 
nuition  pound*  ol  procasisd  vagetabia*  and 
l*  ml  Won  pound*  of  processed  fruit*,  not  In- 
cluding citrus.  Th*  ratal  value  of  food  cor*. 
sum*d  In  Utah  w  approaching  S2  bMHon.-The 
i«  that  would  dertvs  from  In- 


economic  bansfits  « 

creasing  our  sham  ol  production  and  oi  pro- 
ctalng  by  o^fy  a  law  parcwuag*  pointa  wouid 
baaignrfleanL 
W*  should  b<  abta  to  fcicreaee  our  share  of 
.  ,  _  _  tha  Utah  food  mart**.  Utah  haw  th*  laateei 

-  »»*«c*-otaam*itia:  ^-.^  ^.-^v  .  nahjrel  population  growth  cars  an  thanauon- 
Brad  ftarber  ha*  don*  us  a  raai  *ervtc*.*t    mo*!  v*  „  a«caedma  many  third  world  coun 


aoma  risk  lo  his  rapuUlton.  ft*  p*int*  a  lair 
pictur*  oi  Utah  agncuttur*'*  Importance  by 
asking  What  would  happen  to  Utah  employ- 
mam  if  agrtcuttur*  disappeared,  but  w*  still 
continued  to  eat  food  from  aemewhar*?  Hia 
TaWa  IV  gtve*  «  good  answer,  Apparently  26 
thousand  parsons,  or  A.1  parcant  of  total  *nv 
pioyed.  would  *udd*nfy  go  diracUy  10  tha  un- 
amcJoymant  rofia.  In  three  count  las  mora  then 
40  parcant  of  worker*  would  lose  thalr  lob*. 
In  1)  othar  counties  mora  than  15  parcant 
would  lots  thalr  lobs.  Induced  and  secondary 
affects  would  be  immense. 

H  we  omit  the  four  most  urban  counties 
(Sail  Lake,  Darts.  Weber  and  UtaN.  w*  find 
that  lor  lha  rest  of  th*  tut*.  17  percent  of 
employment  t*  in  agricuttwe.  (SronleeNy.  41 
percent  ol  total  agrtcurtur*  employment  is  In 
lh*s*  earn*  tour  urbencountteaj 

as  other  word*.  t4th  only  three  exception*, 
agrtcuhure  ie  of  great  Importance  to  rural  Utah 
counties.  And,  clearly,  wfth  ever  six  percent  af 
state  employment,  agrlcwhurs  to  of  mar*  than 
passing  concern  loth*  willilagaf  the  whale 
state. 

to  what  do  we  ee? 

So  what  should  we  do  about  tt?  Just  think 
about  20  year*  of  Great  Society  economic 
d*v*topmsnt  program*.  Many  of  u*  In  th*  pfen- 
ning business  had  a  hand  In  pouring  miwone 
ol  pubho  dorters  Into  rural  Utah  lor  economic 
and  community  development  W*  have  Indus-, 
trial  parks,  mostly  empty,  aM  over  tha  piece. 
We  have  many  new  or  newty  paved  road*  that 
serve  good  purposes,  but  how  many  fobs  can 
be  attributed  to  them?  Our  rural  cemmunittoe 
are  baiter  place*  to  ft**,  but  in  far  loo  many  of 
them  high  unemployment  and  low  income  go 
hand  In  hand. 

Flo  longer  do  we  hen  to  worry  about  mrtf. 
gattog  energy  development;  we  mutt  mrttgato 
the  energy  bust  economic  envelopment  pro- 
gram* have  brought  in  little  more  than  a  lew 
ioottooe*  manufacturing  operation*  wttn  no 
forward  or  backwird  linkages.  Neither  *  re- 
newed War  on  Poverty  nor  •  new  energy  boom 
I*  on  th*  hortxon.  What  to  left  for  lural  Utah? 
Porhap*  onry  agrtcurtur*  and  tourism. 

Can  wa  do  lor  agrtcurtura  what  wa  have 
dona  tor  akllng  and  what  we  ara  trying  10  do 
for  tourism  in  tha  rast  of  Utah?  Why  not?  Not 
many  year*  ago  moil  Arrwrtcens  seemed  to 


equal  to  or  asceedmg  many  third  world  COun- 
tnee,  And  additional  peopt*  ara  migrating  into 
tha  ststs.  With  an  era  on  this  astpendkng  mar- 
ket, w«  era  working  to  promote  Utah  products 
within  the  state  A*  wfth  aeiing.  we  cannot 
hope  to  market  Utah  produce  outside  th* 
•tola  unto**  Utahn*  themeefve*  racognU*  ft 
aa  an  easel.  Only  than  wto  antnaoraneura  see 
th*  opportunrfJe*. 

tut  th*  provision  of  beelo  fohda  to  young, 
torg*.  atrugjung  famiae*  is  not  th*  stuff  of  an 
economic  turnaround.  Paopto  do  not  fry  over 
Colorado  to  sU  In  Utah  baceuee  It  I*  doeer  or 
cheaper  or  easier,  They  com*  her*  baceuee 
skiing  In  Utah  tt  their  first  choice*  not  aeoond 
beet. 

By  th*  **m*  token,  w*  cannot  «*pect  paopto 
lo  eetoci  Utah  produce  baceuee  ft  is  cheaper. 
Frtce  competition  to  tmpocaibto  *gam*t  the 
hug*  producer*  in  Cakfo.'his,  Texas  and  Mert- 
co.  Fvoouc*  can  be  profrtabfy  grown  in  Utah 
only  It  it,  too,  I*  llrai  choice.  It  must  be  so 
superior  that  people  wtt  b*  wfMng,  people 
must  be  eager,  to  pay  mora  for  ft  rsiatfve  to 
the  typical  aupermarfcat  tor*. 

. ' "our  SSrlbto  reawaken  the  u**h  puhu  to 
rta  agrtcuttur*  heritage,  to  learn  from  (ha 
state'a  few  agrtcurtura  ararapraneura  how  they 
do  tt  ao  that  other*  mey  team,  end  to  promote 
market*  lor  Mgfvralu*  product*.  w«H  be  long 
and  arouou*.  but  they  era  underway, 

f  We  era  working  to  demonstrate  that  egrt- 
euttura  i*  Important  m  Utah.  We  beftova  tna 
Utah  pubfto  to  not  anttrafy  •ettafted  with  the 
produce  now  available  In  *upenYt*rket*.  ba- 
ceuee that  produce  to  brad  to  withstand  the 
rtgora  of  cross-country  Uanaportation  with 
Mtto  regard  lor  taeto  or  nutrition. 

We  an*  encouraging  farmers  to  produce  Ngh 
guekry/hfaft  \*'m  product*,  we  ara  searching 
for  ways  to  provide  th*  technical  and  mana- 
gerial eeaietono*  they  need.  w«  hope  to  con- 
vince Utahn*.  and  the  produce  market*,  that 
superior  Quality  la  worth  a  trttts  higher  prtce. 
Wa  wttt  hetp  prc^ucera  to  thalr  own  short*  to 
find  and  develop  market*. 

Once  wo  have  an  array  of  Manttfiabfy  su- 
perior Utah  product*.  H  pecebfy  goat  without 
aaytng  that  we  wtil  rum  to  th*  many  ahop* 
and  restaurants  catortng  to  tourists  a*  a 
mean*  to  acquaint  resktont*  of  other  state* 
and  count/to*  with  these  prertueis 
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Innovative  measures  called  for  — 
Both  urban  and  rural  areas  gain . . . 

Land  swap  stops  canyon 
development— protects  SLC  water 


V»  Hkmirv*&L  It  mrtnt«t 
by  '*mluhn  of  Th*  Serf  late 
TKnm*  end  mm  prwpe/ed  by  Brton 
Ytllklnton.  T«w«  er  e/f  awffer. 

AMdMoftiAdtitMnotttht] 
^LPT*01  to*!f  Uw*  Cotton- 


HfrftouM  auburn  and  demagtng'fJ 
vital  watershed  t*  nearly  haitcorn- 
P»*t*,  My  otfldaJe  of  a  private 
Itndconeervatlon  group. 

m  i«t«  i«e  f,  torn*  tf¥M  mil** 
Ol  the  aheerwafled  tanyon,  run- 
r*N  along  th*  tree*  from  th*  can- 
yon mouth  eastward,  were  in  dan- 
ger of  Intero/re  devetapmenl  that 
«xjM  hav*  obstructed  a  popular 
roc*«tsnolnp  mn  and  degraded 
the  source  of  20  percent  of  ma 
Salt  Lake  Veheya  culinary  water 
•ooply 

Concern  lor  guarding  th*  are*.  > 
though,  felled.  Local  and  federal 
ofttcUfs  mat  wtth  property  owners 
and.  wt*h  the  earner,  Sng  lore*  of 
tna  Trust  tor  Public  Land  (TPU  • 
preeervetion  daat  wee  struck. 

Through  a  complicated 
cnang*  procata  and  an  innovative 
financing  plan,  5*5  Km  at  th* 
canyon'a  entryway  wilt  be  movad 
ffom  private  ownership  to  tna  pro- 
tection o"tjU5.  For aal  Servtc*. 
which  he.  iivay*  wanted  the  lend 
out  coufdnl  afford  It  Salt  LaXa 


bleesmg  of  UUrrs  Congra**lon*l 
delegation.  Gov  Scott  at  Meth*- 
son.  Mayor  wilaon  and  tna  Salt 
Lak*  Cfty  Cowndt  tna  Salt  take 
County  Council  of  Oovernmente 
and  tna  Wasatch  National  Foreet 
workaUMtMec 

San  Frencieco-based  T»L- 
bought  6*5  acraa  at  me  canyon  en- 
byway  from  tna  Whitmor*  Family 
Tru*t  and  Perpetual  Storag*  Inc. 
Three  y*ara  ago,  tna  Whttmora* 
pUnr*dtoa*Uthal*ndtoad*ra»- 
op*r.  However,  whan  approached 
•bout  th*  TPt  daat  th*  family 
agreed  to  tM  alternative. 

Than,  m  a  tVtandng  plan  unJqua 
to  similar  land  dears,  San  Lake 
City  Corp.  waad  exc***  bonding 
capacity  m  n«  Waiar  Dapanmam 
•o  generate  S-*'  ^o»  'o  buy  tna 
jidfrom"  i_  Tna  land ».  Mt  coat 
US  mliHoA  It  mtWon  la*  <  than 
markei  vatu*.  unit*  Interest  costs 
added  toooooa  Officials  say  mi* 
ffcWKingscnamacoukJbacom** 
PWotyp*  for  other  governments 
snxlous  to  praaarv*  *ndangarad 


Tna  city  and  th*  trust  m  lata 
19S3  *nisfsd  Into  a  thraa-yaar 
agreement  with  an  option  to  r*n*w 
for  on*  y*ar  A  revised  echedule 
now  puta  th*  daafa  completion 
data  at  two  years. 

Ctty  w,,,  r«a.«  ma  r«da  ^S^^^^ 
rt^1*-  U.5.  Foraat  S*rvtc*  parens  mat 


Tha  cooperative  effort  lo  prevent 
development  of  tower  Uttt*  Cotton, 
wood  has  enjoyed  "»  virtual  un- 
animity of  aupport  for  tha  pres- 
ervation or  th*  canyon,*  sa*d  Usa 
McGtmaay,  a  TPt  vies  president 
TPt,  which  haa  halpad  protact 
soma  300,000  acras  of  opan  spac* 
and  r*  rational  lands  in  20  states, 
is  using  its  nooprotr  status  to 
transfer  lha  canyon  prop*rty  at  SI 
mi'  ion  lass  than  markat  vatu* 

*Wa  hav*  land  tha  Forttt  Ser 
vie*  wants,  so  we're  trying  to  (ink 
It  up  with  tracts  tha  Foraat  Sarvlc* 
ft  wining  to  part  with,-  aald  Ma. 
McOlmsay  this  w**k  prior  to  at- 
landing  a  TPt  rscaptlon  ha  id  to 
spotlight  ihs  project  and  drum  up 
mora  buyere  lor  th*  land.  "Tha 
trad*  will  mak*  soma  F  oriel  Ser- 
vice land  mors  developable  and 
vice  verea." 

Add*d  an  exultant  Mayor  Tad  l_ 
Wliton.  -This  cartalnly  wit  not  an 
unpopular  thing  around  hsra.  No 
on*  wan  tad  to  build  homaa  up 
thsrs-not  rrw  tha  p«op4*  who 
ownadtha  land 

Thai  canyon  i*)uat  not  a  piac* 
to  build  homas,'  said  th*  mayor, 
who  of  tan  climb*  in*  iow*r  can- 
yon j  g/antta  wails. 

Tha  land  daai.  which  haa  tha 


ara  aconomlcally  Important,  auch 
*s  ski  raaort  land. 
„  Buyars  ara  sought  for  thoa*  atr><-» 
pkis  lands  and  tha  proc**ds  pay 
off  th*  dtya  bonds,  in  return,  tha 
Foraat  Sarvlc*  I*  ghan  control  ov*r 
a  portion  of  th*  lowvr  canyon  prop- 
arty  that  ta  aojual  in  vaiua  to  tha 
surplus  land  sold.  By  law.  tha  For 
ast  Service  1*  prevented  from  aat*- 
ing  land;  it  can  only  trade  It 

if  any  money  la  left  over  from 
the  land  transactions  after  the 
three-year  term  of  the  citv/TPt 
contract,  th*  first  1200,000  will  go 
to  TPt  and  tha  real  to  the  city  if, 
after  thr**  years,  not  alt  of  th* 
tower  canyqn  property  haa  bean 
conveyed  to  the  Foraat  Service,  the 
city  will  receive  all  ol  tha  profit 

The  flrai  of  th*  land  exchanges 
will  be  complete  in  January  or 
February  and  will  generate  about 
SIS  million,  aald  Ms  McOimsey 

Five  improved  properties  in 
Alt*  now  under  Forest  Service 
;oecisl  Ue*  Permit  and  tour  par* 
t*s  In  Morgan  and  Davta  counties 
will  be  traded  for  a  portion  ot  tha 
canyon  enlrywey 

Othera  who  ara  Interested  In 
buying  surplus  Forest  Service  land 
should  correct  TPt,  said  Ms 
McOtmsey, 


TPL  facilitates  trades 
to  preserve  open  space 

land-swap  deal  to  conserve  545    tha  raauonal  ^.Service  in 
acraa  of  Uttte  Cottonwood  Can-  il&L^ 
yon  for  public  uae,  la  an  iVyow-  j>    -Spn«M'Krnr>Saneca  f*xk«< 
old  non-profit  company  organ-    National  Recreation  Araa,  West 


Ued  to  preserve  open  specs  for 
thepubhc 

TPtt  main  programs  concen- 
trsie  on  transferring  privately 
owned  lands  to  public  owner 
snip,  such  as  in  Salt  take  City, 
and  on  forming  tocatty  controlled 
land  trusts  lo  protect  environ- 
mentally sensitive  lands  when 
governmental  ownership  t*  not 
feasible  or  appropriate. 

Since  1973,  TPt  haa  used  the 
economic  advantagea  of  lie 
nonprofit  si  si  us  lo  help  protect 
needy  300.000  scree  of  open 
spac*  and  recreational  lands  In 
mora  than  200  transections  In 
20  slates  These  dealt  hav* 
ssved  almost  $90  million  in 
public  agency  land  acquisition 
f'jnds,  according  to  TPt  pro- 
motional malarial  The  Utile 
Cottonwood  land-swap  is  TPt*a 
first  project  in  Utah. 

Other  recent  TPt  protects  Irv 
dudec 

Cumberland  Island  Nation- 
al Seashore.  Georgia.  Nearly 
£200  acres  ol  pdvste  land  we* 


Virginia  Obtaining  this  1.600- 
acr*  witd*rn*aa  in  the  Po- 
tomae  Rtear  vettey  was  given  th* 
US.  Foraat  Services  highest  prt- 
onty  for  acqulsJtlon  In  the  east 
•m  region  because  of  it*  proz 
fmrty  to  large  urban  areas,  where 
recreational  lands  ara  fn  short 
supply  After  12  year*  of  trying 
to  buy  the  land,  the  deal  waa 
capped  in  January  1862. 

-Wtth  TPfs  assistance  tn 
forcreng  a  land  trust  2XOO  acre* 
of  land  along  Central  Washing- 
ion's  Yakima  River  will  become 
•  recreational  perk.  The  locally 
controlled  land  bust  will  nego- 
tiate and  acquire  land  parcels 
from  private  property  owners. 


LITTLE  COTTONWOOD  CANYON 


275 

ERIC 


271 


r.wa  W^r  motn 


With  support  from  multiple  publics 

Cedar  Valley  agriculturalists 
and  sportsmen  team  up 
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4tmuct4vmum.nm 

Former  Utah  Ag  Commissioner  Stephen  T.  Gillmor  Carres  op  message  to  Extension  Service, 
which  planners  should  take  to  heart  


Be  boldly  innovative— attempt  new  things 


»  State  he*  l^ecome  Irwrseaingry  urban- 
tied,  and  I  might  add  that  Utah  is  one  of  the 
Nations  ten  most  urban  elates,  there  must 
certainly  be  an  Increased  demand  lof  the  ear 
vlcee  of  extension  by  the  city  dweller,  t  Just 
hop*  that  the  vary  nnmiii  eervicee  mat 
Extenaion  providea  to  the  rural  commuotty  and 
to  agriculture  are  not  overshadowed  by  tha 
need  for  urbsn  aw*  program*. 

Eight  iNt  parcant  ol  our  state's  population 
reeldee  within  tha  rrwtropcJftan  arM  ot  tha 
Weeeioh  Front  Tha  nrtaan  percent  living  In 
tha  rural  areas  ol  tha  state  have  bean  by- 
passed by  tha  states  acooomlc  growth  and 
development  Whan  tha  Uteh  acooomy  goes 
through  a  recession  the  rural  areas  ar*  hard 
hit  When  tha  economy  rebounds,  I  ha  rural 
community  recovers  much  mora  etowty  or  con- 
t'-vues  to  decline.  Although  only  a  small  per 
centagei  '""ma  live  In  ratal  areas.  It  would 
bs  Otlinj  ^oprfete  lor  Extension  to 
maintain,  xa,  its  rural  emphasis. 

Certelnr>  an  aware  ol  the  major 

new  a—-.*.  tah  Department  ol  Agri 

cuftur*  is  etav  jn  the  development  ol  agrl 
culture,  the  rur^  ccmmunity,  and  the  economic 
health  ol  terming  and  ranching  In  pur  elate. 
Ws  ere  no  tcngar  content  to  watch  the  eco- 
nomic devefopmsnt  ol  this  Mate  remain  the 
exclusive  domain  ol  the  Wasatch  Front  There 
ara  profound  and  eJgn.f,c*n<  Changs*  occurring 
to  the  national  and  global  economies  that  may 
seem  to  threaten  the  economic  health  ol  the 
rural  community 

I  conlldant  thai  we  can  innovstivefy 
edapt  end  adjust  ao  that  torces  wui  not  over 
whelm,  but  will  a-  .tence  the  rural  communily 
We  can  mak*  f  tea  adjustments  and  adapts- 
two*  orty  ihrn-  jn  the  cooperative  aflone  be- 
tween thos-  rganlialto-  i  and  Insttiutlons 
with  the  expertise,  resources  and  credibility  to 
work  eflecthrety  »n  he  rural  community 

The  economy  '*  shifting  toward  tha  high 
,**!TL°?tv*'k>''  *nd  services  sectors,  mining 
and  heavy  indust  ry  era  m  decline  m  the  United 
Statee  end  In  Utah.  The  U  S.  position  in  tha 
global  economy  fa  mowng  Irom  heavy  industry 


The  Extension  Service  has  acquired  the 
equipment  end  haa  run  a  statewide  cameo- 
straiten  progrsm  In  no  till  and  minimum  till 
farming  techniques  The  acceptance  ol  reduced 
tHSege  farming  by  Utah  farmers  wW  nduoe  sort 
erosion  and  improve  the  quality  of  surface 
water  Tha  protect  ie  en  axampla  of  Utah  De- 
partment of  Agriculture  research  funding  being 
utilized  to  harness  the  technical  expertise  of 
the  land  grant  university  for  the  economic  and 
productive  benelrt  ot  agriculture. 
KIR.  alfalfa  testing 

Working  with  a  research  grant  from  the 
Utah  Department  of  Agriculture  haa  made  it 
possible  for  Utah  Stel?  Ur*verslty  technicians 
to  pert  act  the  use  c*  neer^it.-e-red  analysis  ot 
alfalfa.  The  analysis  measure?  tha  nutrient 
values  of  alfalfa,  giving  the  producer  e  quanti- 
tetrve  ststement  of  tha  grade  and  quality  of 
the  alfalfa.  The  analysis  of  slfelfe  >Jutrttion 
value  gives  the  producer  a  distinct  advantage 
towards  the  product  sncVor  in  mixing  faed 
rations  for  livestock. 


The  Agriculture  Economics  Department  of    

Utah  State  university  has  Uen  retained  by  thaw  eseumpUone  which  may  no  longer  be  In  our 


culture  haa  worked  with  US.U.  In  getting 
county  data  entered  so  that  broader  imple- 
mentation of  the  system  will  occur. 

W  »  Wa  know  tha  economy  ol  Utah  and  the 
_7J!Uf*,-i*  «*derpolng  major  change:  our  job 
will  mrreeelngty  raquira  us  to  adapt  Utah  aori- 
culture  to  compele  and  thrive  in  a  rapwiy 
changing  economy.  We  cannot  afford  to  dis- 
miss a  rww  concept  simply  because  it  la  con- 
Irary  to  tho  conventional  wisdom.  Wa  may 

*  hev*  to  show  eome  old  aasumpiions  about 

'  martatlng  and  economy  of  scale  to  be  re- 
defined, it  la  the  bold  innovator  that  attempts 
paw  and  often  urtprovan  Ideas  that  carves  a 
ruch*.  Agriculture  and  our  rural  common*!  la* 

,  ar*  steuped  In  tradition,  but  *e  must  take  care 
that  tradition  does  not  thwart  creativity  We 

,  cannot  allow  tradition  to  mask  important 
change,  last  our  tradition  be  buried  by  the 

v  change  we  failed  to  sea  coming  Thar*  is  op- 
porturty  for  agriculture  and  the  rural  com 
munliy  to  grow  and  thriy*  In  the  new  global 
economy  now  emerging. 

I  wfil  conclude  by  urging  Continued  coopers 
tion  and  I  urge  those  of  you  in  tha  Extension 


Service  to  be  batty  innovative.  Use  your  ex- 
perience and  Judgment  to  altemtf  new  things, 
rather  than  to  resist  Changs  The  ree»*rch 
and  agricultural  development  work  we  have 
dona  jointly  with  the  Extension  Service  has 
provided  heathy  dividends  to  the  stela,  and  I 
am  confident  that  our  contlrwrt  cooperation 
can  offer  our  rural  convnunltJes  and  agricul- 
tural enterprise  unprecedented  prosperity 

Once  again,  political  and  economic  pree- 
eures  have  resulted  m  tough  times  for  agri- 
culture. The  tough  ttmse  demand  leadership 
and  Innovation,  lut  ^rtcartalnty  can  lead  us  to 
bo  defensrve  about  practicae  and  longheid 


Utah  Department  of  Agriculture  to  develop  a 
marketing  strategy  and  technical  assistance 


seeking  ol  the  high  tech  ind^trVes  the  clean,    '^Vl??-*^*  P?^  «»h  producara 


a  high  tech  Induetry  as  the  claan, 
economlcairy  ataw*  Indystry  we  alt  need  We 
era  Just  beginning  to  ieem  that  the  high  t?ch 
industries  are  not  as  tqueaky  clean  as  wa 
once  thought,  and  they  *  t  not  about  to  be- 
come the  economic  serration  ol  the  oacllrtlna 
ru  it  community 

Alt  thaamphasta  on  tha  high  tech  Industries 
ignores  tha  real  strength  of  agriculture  as 
America  a  only  world  class  Industry  Wa  may 
lead  the  world  in  verify*  high  tech  sectors 
for  a  period  ol  time,  but  our  dominance  in  high 
tech  is  subject  lo  our  competitor's  innovative 
ability  and  the  constantly  shifting  cost  ol 
labor  in  developing  nations.  Only  agriculture 
remains  as  America'*  suue  export  Industry 
tT.  com*  ,0  depend  upon  the  rail, 

ability  of  American  agricuilure 

Since  we  are  increasingly  subject  to  the  In- 
fluence ol  the  global  economy,  it  only  makes 
sense  to  develop  end  strengthen  that  portion 
of  our  economy  that  we  know  will  continue  to 
be  Americee  most  important  export  trade  In- 
dustry Gcvwnment  attempt*  at  rural  economic 
development  over  the  past  several  decades 
have  usually  regarded  the  rural  community  as 
e  scaled  down  city  it  nee  net  worked  Onty  e 
thorough  undent anCIng  of  the  unique  char- 
ecteriattcs  of  I  ha  ino.ridual  rural  community 
wilt  provide  the  background  necessary  io  cre- 
ate viable  economic  development 

ft  saam*  clear  that  agriculture  It  rural  utah'a 
underdeveloped  industry  Underdeveloped 
that  is,  when  one  consider*  ita  yettobe- 
resiized  pottnlleL 

There  ere  *everal  Important  factors  we  must 
recognize  If  agriculture  la  to  emerge  as  one  of 
the  major  comnbuioie  to  growth  for  rural  Utah 
and  the  entire  slete  First  ol  ell,  there  ie  the 
alHmportant  cooperation  I  neve  already  men- 
tioned Th*  Utah  Department  of  \grleutture 
ha*  rolled  on  Utah  State  Unhetslly  end  the  Ex- 
tension Service  for  technical  assistance  and 
for  tha  Implement  at  ton  ol  an  ambitloua  re- 
search program  we  have  underteken  Just  s 
sampling  ol  the  productive  examples  of  this 
cooperation  is  iruty  impusstve  Here  era  soma 
hiflhl'ghts 


with  skilled  expertise  In  market  development 
while  helping  fund  programs  end  student  pro- 
ject* at  the  university 
ULSJL 

Tha  Utah  State  University  Department  of 
Landscape  Architecture  and  Environmental 
Fianning.  under  contract  wtth  the  Utah  Depart 
men!  of  Agriculture,  produced  a  computer 
model  of  the  land  Evaluation  Site  Assessment 
(USA)  eystem  the  Soil  Conservation  Service 
developed  to  Implement  the  Farmland  Protec- 
tion Policy  Act  of  1061  The  computer  model  Is 
en  adaptation  of  LESS,  designed  to  mora 
effectively  address  tha  *  ftcuftural  preservation 
concerns  of  the  wests*  <%  states.  Utah  State 
University's  compute*  n  odet,  tha  Utah  Crop- 
land Evaluation  System  (UC.LfLS.)  is  a  user 
friendly  system  thai  enables  tha  operator  to 
consider  a  large  number  of  critical  factors  In 
evaluating  agricultural  lands  for  preservation 
or  conversion  to  other  uses.  Since  developing 
the  U  C  LLS  modef,  the  Department  of  Agri- 


beet  Interest  t  wcOdhope  to  see  the  Extension 
Service  leading  a  spirited.  Innovative  explora- 
Si0**  m**n* ,w  the  economic 

viability  ot  agriculture.  I  would  like  to  see  you 
fnvastlgeting  the  potential  of  now  crops,  re- 
examining the  assumprione  ebout  the  seals  of 
production,  marketing  techniques,  and  agri- 
culture ea  a  basis  lor  economic  development 
Wa  must  mak*  agriculture  adaptable  enough 
to  surrive  In  a  rapid:/  changing  wortd. 

Wa  should  not  be  complacently  pelting  our 
serves  on  the  back  about  the  grsst  progress 
achieved  by  Utah's  farmers  and  ranchers,  Wa 
are  on  an  economic  precipice.  And  more  of 
what  got  us  there  will  not  save  us. 

The  poMtcal  and  economic  change  thai 
threatens  agriculture  also  provides  new  oppor 
lunlttes  that  wfU  require  the  development  ot 
new  approaches  lo  doing  the  business  of  agri 
culture.  Hopefully,  the  Extension  Service  wW 
be  up  lo  the  task  ol  playing  a  major  role  In 
deveJcping  a  responsive  and  retwent  naw  eg/i- 
,  cultural  economy  for  Utah. 
:  Thank  you. 

Excerpts  freer  rsvwerts  eh**  fa  tha  fxreeeJoe 
ferstoa. 


ALRA  dedicated  to 
conservation  of  land 


et  tta  A*****  lane  Sm  ««e 
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moms  ana  arxMs  area*  eroujcuo*,  i^ai 
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wide  cemawtwlrei  eetwertir«t  arop'am 
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Ihoat  <•*»  W-  ho.  f«  m»i  Mm 
**  *tr«  or  »«  lUCWOA 
(NoartA.  MUM  COMUCI  K«vm  CM  «t 
AIM.  14  VO  Qhmm,  -  — '  - 
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Challenge  to  develop  agriculture  opportunities  beard  in  another  State,  but  this  time  innovation 
ir.YoIves  non-productive  land  *  *  *  tl .  ^ m  t  yn 

Agriculture  in  a  greenhouse  -  Chilton  style 


t  CUT  K  CMTOrv  tocitM  S» 
tMuVMntOY  AatM  M 


T«wv  Ml  •  UpwUMH  M  i.OO*  VM  M* 


dMrv  Im**  «m>»  Uto  co«  aaPUaUort  H 
fwm  av>,  *>  MUM  poowmton.  WMa I 
9004  MM  M  ifM  tftdY 




MAd  IO  UM  f<wCv  <*g«UC«M  M  r*  fct 
d><»CuH  *  Pmpty  laM*  MM  inonoyt 
INTfkOOUCTOff 
TM  ararft  m*t*0>M  ot  tto  CKy  01 Ctw> 
ton.  Vmcomia.  *«ra  not  p»or#<«d  by  IM 
aMtQy  trw-V  Bat  OP.  *  pranou*  »uCC*t* 

tut  itnotayMr  CcwnmuM*  towMoptMnt 
Stock  Grant  ProgUm  (C09OJ  fundld 
ivovon  IM  US  Coot  *l  Howowig  *ao 
UrMn  0*«*o(yrtan*  <HUDtto  Muotnp,  "> 
K*t»*tW>0«  pror<pMK»  Of,  afloat*  10  Mat 
a4d>tton*>  Nnftne  **  **  OWy  AOwWng 
ran*©  work  but  *o*J«M>C*  (0  rap**  Md  - 
ramoOM  IM  •OtonpM-dty  ItKinoratat 
wttcn  mo  boon  moeartiKa  lot  tM  MM 

irvM  yaark  * 

TM  MctMrMpt  «m  conatruciad  n  I»7J 

and  OparMMI  WCIWMl  WAH  1tT»  wMn 
rt  b*c«/r*  tr»po»»*>*»  to  contlnuv.  Bvc- 

C*»Uu*>  IMAM  H  DurMd  BvMQ*)  *  Md 
1*0  major  (roWM  (I)  H  P4  not  h***  a 
matnod  g4  controHMQ  IM  tmoutv  o*  Nat 
Ming  »00*)  to  IM  bMrlt  pit  0)  TtWO  wi 
no  prO**Oftt  IO  pMMAl  KU  ram  WHft 
irftCOntr**)  two)  tAOut,  M  MmpCttUN 
could  FMCti  SOW  OOgtMO  F  Tnit  COOPwd 
w«n  tfw  He*  ot  •  control  cauttM  tywam 
10  luw*r  IM  tCtftty  ot  »t  imoM\  to  M  < 
hank,  w*|Wburn*duprMlnClnorMCt 
In  panning  *  aocond  *ppkMbOn  10  HUO. 
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»  Hon  aMietNNd  mat 
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cotod  I  Ml  im  rocyding  of  MtvtoJ  to- 
pour  cm  flMktFQ.  otM*  ond  muw  would 

tM  KXrMftior  «•<  MMwy  COMidrMd.  M  prtCi^nl  rot  MMrtl  fMMM.  Not  0My 

TM  CM)  Md  M>  t>tMfl  mrowgti  •  tTMt  OOM  rtrr^O  t4uC«  tM  lO^WMOr  tO»5 

•took  .M*  IM  PJtMtt  tkMtm  oporttw  ^  ovwltlllM.  Out  0)00  1  NduOM  tM  tMk 

•Mlt  km  IMn  •  J»M«*  rottcw.  twJ«Md  ol  IM  Mh  wMCA  trwM  M  rwnovod.  trtwo 

10  *ct*?l  tny  <w«  fiktMO*  rrom  IM  Otf  ftrotongino;  IM  HI*  wl  M  rnclrwrMOt  W   „  „ 

wT  w  ^^o^^^  is-^-rs 

our  omnror  ^1 1  WM*m.  promptOd  IM  OoMrf  ftftd  MM  COnMrvM  Our  OwVMtUifl 
Ctt*  C<^u  10  ovtnorWt  *r>  U.000  IM«-  oMurM  rotOwtoM.  Ml  IM  **iM  ornptoywto 
-Jatfty  MuO>  frf  in**"  CnonMrtnc.  rtc,0l  mora  ptopkt  Irom  tM  Now  Mopo  ContM 
NMMP  W4  10  MO  II  IM  rKtMTMoi  TM  Mart  (Ml  wOvrid  00  M  tnrMt  H  wnoot 
"  -d  M  wl  MC»  -MO  OOWkttOn  *M  U      yoMM  wM«r  OMtMr  pk*  iMtwr* 

TM  CMOOh  Mtnty  MtMt  0M*od  tMt 


t«MMtMN|MM*eor«»tOltO 
In  CM  OtOM  Ot  WMOOMM  In  XW\ 
e»MUOoMtMVM.0»<*M0w0k)#M>rtL 
TMWWMOMknmoMMnOkMttntM  J  »*»*»»  OOMVwCt  TNi  MO  M**Jd 

*  UM  *t  Mot*  Qront  ruM*  kt  RM  Vroar  MjtciM  rwnrxo,  py  tMI—M  ft,  wM 

„  IIJ04A23  frknt  brwwjM  rM  Ory  Of  CN%  »>•  COnMMOi  wwtmm  «n  IM  IKOdu  

"  *'kM  tM  1«  HO^MMk^  Mor*  AworC  IM  rrrOMOk,  IM        tmtotsimn  <N8 

Mt7*7tMjOOO  lOt'lM  ItKIMfwMf  1 

kM  Cty  wwutri  wmM  mm  mrmoi  bM  m  im  m>mj  of  tMt. 

tmooo  kx  Honotnc  OiiiiopiMwt  tat  *m  «mrtoA  Now  — 

MW  HOM  Comm  COM*  ttorod  coot  Of  *>*T        M>»  I 

'Mwwl  ttaLOPni  lot  MM  wrMocwmw.  o  OoMrt  *o*  **  «T*  »tMi  ot  t»  t  to «jh 

r^oA<MrMMw«0M0rSwW0MO,0rOW«^  *  WM  wM  X».  Of  TM0.  Wo  MO  MM  M 

kottl  tM 'ocyokng carttor  »nd OMrfly  up-  My lMttMyo*opt»iiwiiy  MMIH-rtgM 

OwIktOOltMrttMMwwMtnt,  OJl  OCMwMO.  VA0>        MdOd  OrOOwTWA 

.  Ikmm  tM  taoa  proMctioA  tt  mmy  m 

NTOACdCr^SlwKNNOIJwIS  '**  MOM 

wrr  MotMr  n  1  m  Qrt it  njiiMHwi  m  Ortco  IwwWwOA  ltWw»*twMjlMaTO»> 

•mm  wad  »My  donl  drown  Umm  you^o  kxt  otnon  w  cow  WM>  Mcotm  wx  wiot 

MM  1,411  OWtKwH  IO  WMQHtO  0  tOJMlO  C0nC0M-Mt  tM  MOIWO  MOCOW  lot  »• 

*M  1$  It  kma  *M>  OMt  *  dOMtt  2  kV  pnJOOOd  M  tM  hrMKMty  Mwdyl  UKvM 

town  1 11  oa  IM  WO  Ond  No  Okn-jMtt-  Modi  M  kMM  to  hour*  M  MoM  o«  day: 

Wktor  TMTo  HyAooorwC  Oo/dwwM>      .  !  •  Ckrt  Ofow  M  rojr*  •  0*y  M  IM  MMfht 

TM  fl/OOnWOVM  prOKCI  WM  WUotOo  *0>  N  tMro  TOrMMM  MnliM  nood  •  Mwr» 

MO  IMfOr  rOMOM.  (1}  10  prowdO  ■TOlMltl  0*  tMt  for  <*y  M  H  Mvr»  k)  IM  ffwat 

wxotlOMl  0OPOOUM1M  kvr  mjwpw>  Mr»  •>««»  0jrow<m  t*M  par  day  Ckowwif  kOMO 

COMOJ  poraoM  |idd)M  pano/MO  w>  wdrt  IMIOMd  In  IM IWMM*  Ortd.  MM|I 

CtOMOd  ikimi  lot  tM  Nar  Haao  Caw  J  V«0w.  M^tt  fcJM  oanortki  tMtr  own  Matt 

Mr,  tnc  wf^Cfl  wagM  IMNI  k  tMkhvi  r**  '  K  may  M*m  wwoMwroM*.  but  IktrO  ara 

■Qoncy  tnora  »*rt  aofKiari  and  too*  o»  UtMO  to  tM  wtntor  wMn  tM  iwMmW  taM 

ptAMM  on  Cowwy  ia(4o**n.  ftootoiN  Mtt  on  aotomMrcaOy  MoauM  IM  Mnaar 

tM  pronKI  Mt  tour  unMl  *l  O0*r*O0r\  '  Uwrw  MMd*  M»  toacMd  1%  Mgraat  W 

CM  XtX24  kyttuca  OjmOMM  (about  WQ  mutt  b*  CO*Nd  down  TTrm  OUOMMt  an) 

•CM. «  30i\2t  tOTMIw  OuoomI  (inO  acm  -  tarrW*  aotar  coMctora  In  oaytrgtil  Mwr».  ■ 


•CM  TM  MUM*  rrMM  C*n  ffOOuCO  M-^MWl kMW*. 
proxtfMMI/  WO030  M*d*  Of  HCMCO  M  *;>«  CONaUtKW 
yoar  and  opart/M  tM  yoor  around.  TM  HydrorMNco  rt  owrwt  im  boot  My  w) 
•orMtor  otMi  oontatn  X«Q0  pwM*  wtwcfi  arww  Mfolibloi  on  MrvoradwcllMj  tornl 
prodvM  Oboi/  *3  aowndl  par  aunt  or  araj  kt  tM  MTM  UM  omptoy  tM  «1wV 
♦bowl  140  000  tj*.  par  yaar  a^d  tM  tOO    ptoyaota  aM  ptorlda  ua  Ml  wWi  rucaMnt 


eonwwrwty  mi  hirvXapaad  piMli-OM 
your  CMy  oH«ar*  tcoMMr  -  SoM  tMny  of 
wwMB/abkvM  ^voapn  9m  aaMaUMa  of 
«.  'Moral  iv  ^-m  yoa  dont  mo  omm 
«d*t  IPln'O'inlil  Of  pM» Mty.-lirMlM" • 
MM  w«  M  tortf  M  araotl  an)  H0M6NI 
M  ana  aott  you  aoma  rooMy  tot  owra.  Ml 


paowA  tT«u»  P*r»0M  wWoftwata  bMno  *» 


"*m*^A  w  LarMtr  ond  Pa-  ot  ^«k*c 
Wotl  Tim  Fouar  wart  CMcarnod  about 

CDBC  ipprtcarloa 
retdved  the  toftni ' 
i«r-elari»e  $tHf  ii  1981! 


ooot  of  a  mw  om.  and  an  ooovomi 
tMOOOO  aoufcJ  M  tooukod  H  mtMS  an 
2  aMroy-racovary  M*am  aotkv  TM  bowat 
would  M  capabto  Of  toeaoturtno  t0%  of 
tM  90  rrwaon  iTUk  par  Hour  otMrwtM 
- —  loot  lo  IM  atirtoopMr*  TM  aanhouM 
utJ^o  rM  ramondov*  nMt  Mt  durMC Ifcv  prolact  oM»»  davMopad  kt  tfwa  acrat.  h) 
CitWU«.  Mr  fooiar  ih  larMIM  wttfi  aacHMtad  to  raqwtra  arwy  »  MMM  «TVt 
t>yovooon«  Mroorwno  tM  that  mvi  »V  par  hrxr  lot  Mat  ma.  TM  twMUMne 
cutao.  tM  totM  PMM  CM*.  tMy  C0t>  mitno^  8TU»  wmM  IMn  M  avMUbM  lot 
•wtcad  IM  Cownca  10  Mtd  a  Mwdy  tr,  proCMtttM  in  anotMr  mw  Induairy  hot 
,  only  could  tM  arMwtMty  *f  tnj*  onaroy 
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tnat  rtyovooonica  wart  moMd  protHabN 
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provad  ta  to  a  nwnot  oonoarn.  one*  tM 
graawMMOH  wot*  m  opmmvm. 

Ettacn  t  ttudy  atMwOl  IMt  MM  tM*w- 

ator  couUtornooMTuMdtMtMt.  avoupn 
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Utah's  governor  focuses  on  rural  economic  issues^ 

Marketing  critical  to  agri-business^ ^  fiitinre 

OnjMtmfTQomnorNomvf 

iwt  /»  fate  fo  nummi  ~ 

Oanorof  OiHm  mo  Oomhmt  out* -i 
«Mtf  ur*AH  cootkmti  oommtt 
»oni  to  avnoofiure'  doaajaaaaaj^ ./ 1 
It  >*  «  plaaaore  to  ba  wrth  you 
.  today,  I  am  bare  to  dtacoaa  tho. 
hfuro  of  agrtcutturo  In  thia  mm*.  ' 
Cap  Forty,  tha  Comrntaalonar  of  - 
Agriculture.  WO  mo  that  If  Uto**V 
lafcaandmaGreatSattLakacon- 
llnuo  to  riaa.  ma  futura  of  agri- 
cufturw  la cowa mat  awtm and  hay  ?• 
mat  growaundarwalar.  t , 

MoM  of  you  ara  coftahty  wa*  .  ' 
•ware  mat  tha  bualnaaa  of  tod* 
culture  haa  had  a  rough  t Una  for 
lha  paal  thraa  or  four  yaara.  It  ra-* 
mlndamoofthaatoryof  tha  form-  * 
ar  that  won  a  mit.ion  dot lan  to)  tho 
lUlnota  Lottary.  Whan  ha  waa 
aakad  what  ha  would  do  with  an 
thai  monay,  ha  rapiiad  that  no 
Ju«  figured  ha  would  (arm  until 
It  waa  usad  up.  in  today**  acono> 
my.  mat  may  not  fate  long. 
AgattrnutataaiocaJ  acanoay  -  ,». 

Tha  aconomic  dllUcuttlaa  faoad 
by  agrtcufturt  In  Utah  havt  aarioua- 
ryatfactadarwrnbaf  of  Uuns  rural 
commonltta*.  Accordmg  to  atalra- 
hct  on  ampioymant  and  Income 
for  Utah,  agriculture  haa  dachnad 
to  a  laval  of  lata  than  ona  par- 
cant  of  tha  atata'a  waga  and  prr> 
prtatoreNp  Incoma.  t  would  haaian 
to  point  out  that  tha  actual  Incoma 
contribution  of  e^rtcultura  la  aub- 
atantlally  htghar  than  thai  Our 
ftowaa  auggaat  thai  It  la  mora  Ilka 
Itva  parcant  of  tha  atata'a  waga 
and  proprtatooNp  Incoma. 


•cwwmkaVy  dapttiwi,  a  njtaij. 
tula  raaourca  la  ua-d  and  anothar 
cycla  of  lha  boom  and  boat  acon- 
omybaglna. 

Howavar,  agrtculturt  ta  a  rehaw- 
abla  raaourco  only  If  wa  Invaat  In 
tha  care  and  conaarvation  of  |ta 
raaourca  baaat.  aoll  and  watar 
No  civilization  that  faifad  to  car* 
for  Ita  aoll  raaourca*  haa  long  aur> 
vlvad  Tha  pa/chad  landacapa  of 


r  tadaWon  of  l-w  <  moua- 

trk»aha«a»w*agrtcura^oionfl 

/ffandaandma«va»toc*and  dairy 
?r  tnduatr^a  of  at*a.  wta  provido 
U%  tubatartUal  banaht  to  tha  boat- 
,4         Jfono  tha  Wiaatch  Front 

-I^.8*'!  *  • 

3  wholoaattng  and  dUuibuting  »aa 
*y  for  tha  Waatam  Stat**  aa  auch,  it 
tonal Ks  from  tha  proaparity  of  ma 
'rural  conUMUOaa  that  produca 
"Vma  atataa  agriouKurai  producta. 

Fwmarmora.  tho  Waaatch  Front 
:_  provtdoa  magooda  and  aarvicaa 
which  agricultural  antarprlN  ra» 
Ojutraa. 

Martifaap  aitakaf 

■  A  critical  componont  In  tha  lm- 
provamonl  of  (ho  agricultural 
)'  •conomy  ta  tha  rrarkatino  of  tha 
atata  wW  allow  agriculture  Id  to-  ??%cl*<*  *u*cu«ure.  Moat  of 
main  aa  a  profitabJa  and  mimiil  2^  » ("Oducara  **>  mtU  to 
part  ol  tha  baaic  aconorrry  of  rural  *  10  mount  thaw  own  major 
Wah  Tha  joint  afforta  of  tha  da-  oparetion.  particularly 

partmanta  of  Agriculture  tnd   T!!??Jy?.&cM /•^•manta  ol 


Community  and  economic  Oavt1- 
opmant  hava  mada  poatftla  tho 
tog*no»*»g  ol  a  grapo  Induatry  In 
tha  aconomlcalry  daproasad  aoutfv 
aaatam  ponton  of  tha  atata.  Wv 


w  propnator»Np  Incoma.  Northam  Alrtca  waa  lha  riiZu,  X 


many  gooda  and  aarvtcoa  that  era- 
•ta  aubatanim  amploymant  In 
•cofomic  aactora  that  ara  countad 
aa  non-agricultural  Nationally,  ac- 
cording U  USD  A,  tha  Amartcan 
agricultural  Induitry  la  tha  wortd'a 
(argaal  commarctal  Ixduatry,  am- 
ploytng  22  million  poopta  or  20% 
of  Amartca'a  labor  lorca 
Owilapmai  t  af  ayWnduaby 
ancouragad 

fajrtl  davaloprnant  afforta  of  tha 
atata  and  fadarai  govarnmanta 
hava  promptad  induatrtal  parKa  and 
anargy  davatopmant  Unfortunataiy, 
vary  imta  haa  baan  dona  to  pro- 
mota  tha  growth  of  tha  ranawabia 
raaourcoa  of  agrlculturo. 

Soma  ol  you  may  racall  tha 
cooca.n  about  lha  Impact  of  larga 
•cala  anargy  oa>afopmant  on  tha 
amaM  oommunttlaa  of  tha  WaaL 
Now  (ho  conearna  aaaoclatad 
w*th  anwvy  dtv^opmarrt  daal  w<m 
how  to  retrain  and  amptoy  tha 
paopta  that  loot  tholr  Joba  whan 
tha  anargy  and  mining  boom  want 
bvat  Tha  antlra  hlatoryof  thamlrv 
afal  axlractlon  Induatry,  particular' 
{y  m  lha  waat.  haa  baan  markad 
by  awlnga  Uiwn  tha  boom  and 
bust  cyclaa  of  tha  mining  aoonomy. 
Tha  rural  aconcmy  that  la  built  up 
ftroun*  a  mix  ol  agrtcuttura  and 
agricultural  Induatrlaa  will  not 
•otfar  tho  dlalocation  of  tha  boom 
town  art  it  wilt  hava  long  (arm 
•tabtnty  , 

AMhoogh  agrtcuttura  haaThad*,  _^_...,„.   ...... 

•orrja  aigoil^cant  aconomic  diffl-<  Economic  Davaioomant  and  tha 
cuttiaa,  it  wtll  not  hava  to  lold  up    »w*r  unlvaraltlaa  In  prdor  to 


producflva 

agrtcuttura  flourlahad  thara  Now 
daaarL  •ytf-*Jtp*nd1no  mancamad 
Utahundartaaaa  Mtiattvaa 

Tha  Utah  Oapartmant  of  Apr* 
curturaia  thraa  yaara  into  a  twanty 
yaar  aoll  and  watar  conaarvation 
pian.  *  ravohing  loan  fund  which 
makaa  li  poaaibia  for  larmara  and 
ranchera  to  Innat  In  conaarva 
lion  pracucaa  la  tha  cont/al  ata- 
mant  In  ma  twanty-yaar  piaa  Tha 
craatlon  of  tha  Agricuttural  Ra- 
aourca Oavalopmant  Loan  Fund 
(/RfX»  rapraaanta  a  major  changa 
in  tha  Oapartmant  ol  Agrtcuttura. 

Traditionally,  tha  Utah  Daoan 
mant  of  Agrtcuttura,  and  tha  da- 
partmarita  In  moat  atataa,  hava 
baan  aaaanttalty  ragutatory  agan- 
ciaa.  Thraa  yaara  ago,  93%  ol  ag- 
rlcuttura  a  budgat  want  toward  tha 
ragufation  of  tha  Induatry  Wa 
hava  maintainad  tha  commitmant 
to  provtdf  tha  laval  ol  regulation 
raqutrad  to  protact  public  haaith, 
conai-mar  Intareata  and  to  aatura 
thai  unfair  buainaaa  practicaa  are 
not  aiiowad  to  ftouriah  and  com- 
pata  wtih  thoaa  that  provldo  con- 
aumara  wtm  wbolaaoma.  correctty 
labalad  food  producta. 

In  addlilon  to  tha  AWL  pro 
gram,  tha  Dapartmant  of  Agrtcut-  . 
lure  haa  racogntrad  Ka  rota  In  tho 
matntananca  and  Owvalopmaot  of 
Utah  a  rural  aconomy  Tha  Oapart- 
mant worka  cloaafy  wim  Otaha 
Oapartmant  of  Community  and 


are  aaatattng  In  tho  (dantttkatton 
ol  othar  mgh  vatua  cropa  that 
could  thrtva  in  lhaA  auch  at  pia- 
tachioa. 

In  addition  to  high  valua  cropa, 
wa  ara  purautng  lha  davalopmant 
of  tha  vja-afdad  induatrtaa  m»t 
can  ba  aaaodatad  wim  tha  pro- 
duction of  agricultural  comrnodl- 
k.a  Tha  vatuoaddad  Induatrlaa  of 
food  procaaafng  and  packaging 
ara  an  appropriato  way  to  axpand 
tha  aconomic  opportunity  aaaocl- 
atad with  agrtcut  rural  production, 
■anahtatohiralnaaaao 
Tlta  anrtancamarH  of  tha  rural 


Utah  Oapartmant  of  Agri- 
culture haa  bagun  a  rnarkating  af- 
(on  mtial  ovarturao  to  ma  mar- 
k.-a  of  Waatam  Euopa  and  tha  ' 
Pacific  Rim  natjona  auggaat  that 
cutthratton  ot  thaaa  markatr  will 
ba  an  invaatmant  wim  graat  po- 
tarmai  for  return  to  Utah'a  acono-^. 
my 

Wa  are  fust  begfnnfhg  to  reailzo 
tha  importanca  of  tha  martvat  wim- 
?  >in  ma  atata  aa  watt.  Many  Utah 
produoara  wM  ba  abla  to  Improvo 
protltabiury  by  aafllng  to  tha  ax- 
panding  poouia^on  along  tha  Wa- 
aatch Front  To  data,  littia  haa 
baan  dono  to  maka  tho  con  tumor 
racognlio  tha  banolita  that  go 
with  buying  locally  producad 
fooda.  Tho  Oapartmant  will  ba 
undartafclng  t  tmy  Utah"  cam- 
paign  that  wil  promota  tha  aco- 
nomic advontagaa  and  daairabfllry 
of  Utah  producta  for  conaumare. 

In  concluaton,  tho  futura  of  agri- 
culture In  mil  alala  la  not  btaak, 
but  it  will  b)  rjfforent  '-om  what 
wa  hava  axpariancod  „  jtapaat 
Wo  are  at  •  thnahokj  of  axpaiv 
«km  m  production  and  rnarkating 
•nd  are  cornrnrttad  to  tha  drrelop. 
moot  of  our  great  agricuttural  ra> 
•ouroaa.  That*  you. 


lt«  tant  and  laava  toym.  Agrtcutturo 
la  tha  only  major  Induatry  that 
continually  craataa  now  waalth. 
Onry  agricurtura  can  auataln  it* 
raaourca  baaa:  all  othar  induatry 
dapktaa  rx^anawabfa  raaourca*. 


taaambia  tho  axpamaa  to  promota 
K>bcraating  aconomic  axpanaion 
for  tha  rural  communitiaa  and  tha 
antlra  atata 

Tha  introduction  of  now,  high 
«iua  cropa  into  aoma  vaaa  of  the 
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Control  Data 
WORLDTECH*  Services 


Community  Enterprise  Program 


A  Wealthy  small  business  environment  u 
« uctil  to  the  economic  well-being  of  any 
community  Smitl  business  is  a  major 
source  of  innovation— ind  innovation  cre- 
ates new  jobs 

Unfortunately,  smalt  businesses  are  as  vul- 
nerable as  they  are  vital  Eighty  percent  fail 
in  the  first  five  years  To  help  create  a 
healthier  climate  for  survival  and  success. 
Control  Data  is  applying  us  technological, 
financial,  and  human  resources  to  sup- 
port the  start-up  and  growth  of  small 
businesses 

Control  Data  now  offers  a  group  of  inter* 
related  economic  development  services 
under  the  Community  En tcrpnse  Program 
These  services  help  foster  a  pnvate/public 
partnership  and  tneneedH  support  for 
sma!!  businesses  The  purpose  of  these 
sen  ices  is  to  help  create  a  climate  for 
cnircpreneunsm  and  small  business 
gro\\  th 

Sescral  key  ingredients  arc  vital  to  the  sup- 
port of  a  healthy,  vibrant  economy  in  your 
community  These  ingredients  form  the 
"links"  m  a  chain  o/  success 


Tbt  Chain  of  Succats 


The  six  crucial  links  in  a  chain  of  suc- 
cess for  small  business  start  up  and 
growth  comprise  these  small  business 
support  services 


•:  Skilled  per- 
sonnel with  the  expertise  to  help  new 
enterprises  start,  survive  and  prosper 

•  Financing'  Access  to  seed  capital  or 
sun-up  equity  ripitat 

•  FadWaa  and  aanrtoe*.  AffonLblc  rental 
space,  office  support  services,  equip- 
ment, and  other  small  business  services 

•  Technology:  Business  formation  assist- 
ance and  access  to  know-how 

•  Education  and  tralnksg.  Management 
education  as  well  as  training/ re- training 
for  new  employment  opportunities 

•  l^arktAmg:  Assistance  in  identifying 
new  and  expanding  markets 

A  Program  that  Gets 
Results 

Comr  1  unity  Enterprise  Proyams nave 
been  effectively  implemented  in  the  U  S 
and  abroad  They  have  proven  in  actual 
prac  ticc  to  produce  tangible  and  demon 
•traHlc  results 

The  Community  Enterpnse  Program  is 
action -onentcd  The  entire  community — 
public,  pnvatc,  ard  educational  sectors— 
contributes  to  the  Program  and  shares  in 
its  success  Together,  strategies  are  defined 
that  lead  to  solutions,  and  specific  plans 
are  developed  to  imolemcnt  those 
strategies 

Control  Data  consultants  have  the  exper- 
tise and  cxpencncc  needed  to  effectively 
work  with  your  community  and  business 
leaders  to  foster  the  growth  of  business 

Community  Enterprise  Programs  can  be 
successfully  accomplished  «n  an  individual 
community  or  m  a  consortium  of  commu- 
nities The  services  effectively  comple- 
ment any  existing  programs  you  may 
already  have  for  economic  and  industrial 
development  in  your  community 


The  benefits  accruing  to  your  community 
from  the  formation  of  new  enterprises  are 
job  creation  and  in  exceptionally  high 
return  on  your  initial  commitment 


The  Process 

Community  Asa— mtrrt  and  tratagy 
DavtJopnsefrt 

Working  with  your  community  leaders, 
Control  Data  analyzes  the  business  com' 
munt  ty  to  identify  components  of  the 
small  business  support  services  known  as  a 
tcb  creation  network 

From  this  nulysis,  we  assist  in  developing 
a  strategic  plan  which  capitalizes  on  exist- 
ing resources  and  outlines  the  develop- 
ment of  additional  support  services 

The  community  analysis  places  particular 
emphasis  on  several  key  components 
small  business  financing  (seed  capita!  ^d/ 
or  start-up  capitsiL  management  assistance 
and  affordable  facilities 

Job  Creation  Nttworfc 

A  local  Cooperation  Office  is  the  impor- 
tant first  step  in  implementing  the  fob  cre- 
ation network  Its  purpose  is  to  provide 
technical  and  manatement  auittance  to 
new  companies  Experts  from  government 
and  business  share  their  experiences  with 
small  business  owners  on  such  topics  as 
business  plans,  product  evaluation,  mar- 
keting tactics  and  sources  of  financial 
assistance. 

The  Community  Enterpnse  program  will 
identify  these  important  local  management 
and  technical  resources  am*  hctp  establish 
the  Cooperation  Office  as  the  focal  point  of 
the  rob  creation  network 

Affordable  facihtta  (office  and  manufac- 
ture space)  plus  support  unices  are  cnti- 
cal  to  the  success  of  start-up  enterprises. 
Control  Data's  concept  of  a  Business  and 
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Technology  Center  (tlTC)  provides  both  an 
encouraging  environment  in d  (he  vital 
services  needed  at  the  start  up  srage  As 
part  of  the  Community  Enterprise  Pro- 
tram.  Control  Data  is  prepared  to  deliver  a 
license  to  operate  a  Business  and  Technol- 
ogy Center  which  would  be  locally  owned 
The  licensing  program  provides  instruc- 
tions to  estab'ish  and  operate  a  BTC, 
including  site  selection,  facility  design  and 
service  package  assistance,  manage  train- 
ing, and  marketing 

A  third  key  element  of  the  job  creation  net- 
work is  assistance  with  ^naneing— partic- 
ularly for  business  start  up  Formation  of  a 
Seed  Capital  Fund  and  identification  of 
other  financing  u  pursued  concurrently 
with  the  development  of  the  Business  and 
Technology  Center  and  the  establishment 
of  the  Cooperation  Office, 

Additional  Services 

Optional  business  creation  services  which 
can  be  a  part  of  your  Community  Enter 
pnse  Program  include 

•  Assessment  and  training  courses  for 
entrepreneurs 

•  Analysis  of  what  types  of  businesses  are 
best  auited  fu  success  m  your 
community 

•  Identification  of  businesses  that  are 
interested  in  locating  m  your 
community 

•  Identification  of  rechnologies  available 
for  new  and  existing  businesses  from 
local  industry  and  universities 


Community  Prerequisites 
to  a  Successful  Program 

A  successful  Community  Enterprise  pro- 
gram rehes  heavily  upon  the  active  partici- 
pation of  community  members  and  leaders 
from  the  public,  private,  and  educational 
sectors  Three  key  ingredients  are  neces- 
sary before  any  community  should  under- 
take a  program  of  this  importance. 

•  Commitment  to  support  the  entrepre- 
neurial process  m  the  form  of  financial 
and  other  required  resources 

•  Leadership  and  authonty  to  coordinate 
the  yob  creation  network  implementation. 

•  Commitment  to  assume  program  man- 
agement and  ongoing  responsibility  for 
the  program 


The  Time  to  Act  is  Now 

A  healthy  economic  climate  ts  not  due  to 
accident  or  coincidence.  It  takes  extensive 
community  cooperation  and  expert  devel- 
opmental assistance  The  Control  Data 
Community  Entcrpnse  Program  can  be 
your  first  step  on  the  road  to  economic 
well  being 


For  Further  Information 

lb  find  our  more  about  WORLD  TECH'S 
Community  Enterprise  Program,  and  t  j 
find  out  how  to  share  in  its  activities  and 
benefits,  write: 


Control  Otta  WOMDTECH 

7600  France  Avenue  South 
Edina,  MN  55435  U.S.A. 
Phone:  (612)  893-4650 
800/328-1870 
TWX:  910-576-2978 
Telex'  290435 

Utaeatura  on  Oth«r  WOftLDTECH  S«rvtc*» 

•  Technology  Marketing  Service 

•  Consulting  Services 

•  WORLDTECH  Network 

•  Industrial  Quest  for  Technology  Program 

•  Technology  Transfer  Management 

•  Information  Required  for  Technology 
Marketing  and  Search  Cervices 


(P  5\  CONTROL  DATA  WDRLOTECH,  INC 

v3  TZS  a  Control  Data  Company 


BEST  06PY  AVAILABLE 

m 
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Space  and  Support  Sen/ices 
Designed  for  the  Profitable  Growth 
of  New  Business  Enterprises 


Opportunity  in  the  BTC 


^ '  •      VP      COKTRpL  DATA  BUSINESS  4 
*5  y  ^TECHNOIQCY  CENTER, 
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Success  Starts  With  An  idea. 


Success  Gmws 
at  a  Business 
and  Technology 
Center 


BTC Services'" 
A  Big  Difference 


T 


oday's  economic  climate  challenges  businesses  of  all 
sizes  in  nearly  every  segment  of  the  marketplace  But 
for  the  innovative  entrepreneur,  such  challenges  wont 
get  in  the  way  of  starting  or  expanding  a  business 

The  entrepreneur  looks  for  the  environment  and  the 
resources  that  can  turn  ideas  into  a  business— a 
business  that  can  become  a  profitable,  growing 
enterprise 

The  environment  and  the  resources  need  for  profitable 
growth  are  available  at  the  Control  Data  Business  and 
Technology  Center  (BTC)— a  place  that's  more  than  just 
another  building  with  office  space  to  rent 

The  B  i  C  is  a  vital  romponent  in  Control  Data's  network 
approach  to  tht  successful  start-up  and  growth  of  small 
business  The  other  componenls  are  management 
assistance,  financing,  technology,  education  and 
training,  and  marketing 

The  Business  and  Technology  Center  offers  a  total 
package  of  BTC  Services  and  the  support  products 
your  business  needs  for  start  up  and  growth 

d  From  financial  advice  and  financing  for  qualified 

applicants  to  word  processing 
o  from  shipping  and  receiving  services  to  business 

planning  assistance 

u  From  telephone  answering  to  world..  ,Je  technology 
marketing  services 

o  From  copying  and  duplicating  services  to  both 
network  f»nd  microcomputing  services 

u  From  group  life  and  health  insurance  to  furniture 
rental 

And  theres  more  The  BTC  brings  to  a  new  business 
the  perqs.  benefits  and  economies  of  larger,  long- 
established  corporations 
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Designed  tor  Success 


And,  Most 
Important. . 


s 


mall  businesses  are  the  creative  core  of  technological 
innovation  and  provide  up  to  80  percent  of  all  new  jobs 
m  ti.eU.wted  States  But  the  sad  (act  is  that,  by  most 
estimates,  four  out  of  five  new  businesses  fail  within  five 
years 

At  the  Control  Data 
Business  and  Tech- 
nology Centers,  those 
numbers  have  been 
turned  around  Stnce 
the  i.rst  BTC  opened  in 
1979.  more  than  80 
percent  of  the 
businesses  that  have 
operated  in  the  Centers 
have  survived  and  are 
growing. 

Each  BTC  has  a  Kid  line 
of  services  and 

resources  that  can  mean  success  for  your  business. 
Visit  us  Take  a  watk-and-tatk  tour.  We  think  you  11  be 
convinced  that  trus  is  the  environment  that  will  turn  your 
ideas  and  enthusiasm  into  a  business  success 

The  BTC  is  a  community  of  entrepreneurs,  a  special 
peer  group  of  determined,  cnnovatrve  business  people 
The  synergism  generated  by  that  croup  is  an  essential 
part  of  the  BTCs  design  for  your  business  success 
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BTC  Services  To  Help  You 
Reduce  tfw  Risks  of  Doing  Business 


^pfe  TC  Services,  resources  (or  young  businesses  on  the 
grow,  are  readily  available  at  the  Center— at  your 
option— to  help  your  business  deal  with  risks  BTC 
Services  are  ready  to  help  you 

o  Increase  sales  and  plan  marketing  strategies 

□  Maintain  tighter  control  over  your  cash  (low 

□  Fm  3  opportunities  for  expansion  and  profit  through 
tecnuotogy  transfer  and  licensing 

□  Cevetop  plans  for  your  bu^ness's  future 

□  Increase  employee  productivity  and  improve 
employee  relations 

□  Understand  and  deat  with  government  regulations 
that  affect  your  business 

□  Take  advantage  of  the  i  iformatton  data  bases  thai 
can  help  your  txi^mess 

□  Use  education  .o  increase  managenen:  and  tectv 
meal  skills 

□  Find  the  specialized  talent  you  need  as  your 
business  grows  and  expands 

n  Make  financial  plans  and  decisions  that  will  allow 
optimum  growth 

The  risks  are  there  and  always  will  be  But  at  the 
Center,  you'll  find  the  resources  to  keep  those  risks 
down  to  manageable  size 
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A  Comprehensive  Selection  of 
Business  Facilities  and  Services 


E 


economies  of  scale  enable  businesses  at  the  BTC  to  use 
resources  usually  unavailable  or  unallocable  to  smaller 
businesses 

Theres  a  modem,  flexible  olfce  and  manufacturing 
space— the  nght  amount  of  space  for  your  needs  now 
plus  room  to  expand  as  your  business  c,*ows  Confer- 
ence rooms  are  available  for  special  meetings  The 
attractive  lobby  and  a  building  receptionist  make  visi- 
tors feet  welcome 

Copying,  word 
processing,  phone 
answering,  and  other 
secretariat/clerical  help 
are  available  when  you 
need  tt  deferring  costly 
investments  in  extra 
stall 

Computer-based 
training  helps  improve 
business,  management, 
and  technical  skills  The 
computing  resources  of 
Control  Data  are  readily 
available 

BTC  Services  include  technology  marketing  services— 
matching  technologies  to  the  needs  of  new  and  estab- 
lished enterprises  Professional  business  and  technical 
consultants  are  ready  to  serve  Center  tenants  on  an  as- 
needed  basis 

Many  of  these  facilities  and  BTC  Services  are  a  part  of 
the  standard  lease  agreement  Others  are  available 
when  needed  on  a  fee-for-use  basis 
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Property 
Services 


E 


ach  Center  has  available,  at  reasonable  {ease  rates, 
attractrve,  convenient  and  flexible  space  lo  house  many 
»«T>ds  of  businesses— from  one-person  offices  to  light 
manufacturing 

Some  of  the  basic  BTC  Services  include 
o  Layout  and  space  design  assistance  from  single, 
office  needs  to  macufactunng  areas 

c  Basic  utilities  (heat,  air-conditioning,  and  office-level 
electrical)  * 

o  Custodial  service*  and  general  maintenance 

o  Building  receptionist  (provides  building  information, 

first-level  security,  and  facilities  scheduling) 
o  Security  system  for  controlled  after-hours  operations 
o  Scheduled  use  of  conference  roor>  s 
o  Control  Oata  PLATO"  computer  based  educahon 

course  on  business  management 
o  On-S'to  building  management  professionals 
o  Library  and  information  center 
o  Entrepreneurial  club 
d  Tenant  network  directory 

In  addition  to  inese  baste  BTC  Services,  small  business 
tenants  may  also  have  access  to  oiher  optional  services 
and  equipment  such  as" 

n  Furniture  rental  o  ShofMerm  office  rental 

o  Telephone  answering      iWt  time  day.  wee:* 
service  monlh) 

o  Shipping  and  receiving  0  Telecommunications 
facilities 


o  Postage  and  matting 

se  vices 
o  Word  processing 

n  Secretanat/clertcal 
services 

□  Copying  and  dupli- 
cating services 
o  Equipment  rental 
u  Computer  services 


o  Group  life  arid  health 
insurance 

n  Telex 

o  Catering 

o  Notary 

o  Technology  and  infor- 
mation services 

□  Special  seminars 
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Business 
Plowing 
Assistance 


p 


Management 

Skills 


ursmng  profitable  growth  whde  facing  the  difficv 
ferns  of  changes  m  markets,  products,  techno'c;, 
management  is  typical  for  the  vjgorour  small  bos^>'. 
Solving  these  problems  often  requires  tto  assistance  of 
experts 

Through  the  Business 
ana  Technology  Center, 
experienced  consul- 
lams  are  available  to 
work  closely  with  entre- 
preneurs in  areas  such 
as  gcnerat  nvjvige- 
ment.  strategic  plan- 
ning, ccm-nvocalions. 
or  human  resources. 
Together,  the  business 
and  the  consultants  can 
develop  a  workable, 
comprehensive  plan  for 
a  new  or  existing 
btistnufrS 

And.  too.  consultants  can  assist  in  the  all  important 
follow-through  to  help  your  organization  stick  to  the 
plan,  or  provide  alternatives  when  needed 

Control  Data  PLATO  computer-based  education  has 
been  tested  and  proven  tr  business  and  industry 
throughout  North  America     '  West  Europe  An  exten- 
sive library  of  easy-to-use  mn,. .computer  courses 
provides  effective  development  programs  in  many 
areas  The  course  on  business  management.  New 
Directions,  for  Managing  Small  Firms,  covers 

□  Planning  How  to  Grow  Your  Small  Business  Profitably 

□  Managing  Operations  and  Productions 

□  Marketing  Management  for  Smatf  Business 

□  Managing  Short-term  Financial  Operations  >n  Small 
Business 

□  Managing  People  in  Small  Firms 

□  Preparing  for  Success  m  Small  Business 
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Computer 
Services 
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o  maintain  efficient  and  profitable  business  operations. 
BTC  Services  includes  state-of-the-art  computer  hard- 
ware and  software  support  m  areas  tike  accounting, 
forecasting,  and  other  business  applications 

Data  processing  applications  for  these  and  other 

administrative  tasks  include 

o  Payroll 

o  job  costing 

o  Inventory  control 

o  Order  entry 

o  Accounts  receivable 

o  Accounts  payable 

o  General  ledger  accounting 

These  applications  are  available  on  a  shared  micro- 
computer, making  computer  services  available  to 
almost  any  size  business  Similar  applications  are  also 
available  through  a  computer  network 

Control  Data  CYBERNET*  Services  is  a  worldwide 
remote  computing  network  providing  computer  applica- 
tions in  areas  such  as  architecture,  engmeenng, 
construction,  utilities,  manufacturing,  energy,  and 
petroleum 

In  addition  to  the  applications,  there 
are  useful  information  data  bases 
One  of  these,  TECHNOTEC*. 
provides  information  on  available 
technology  which  can  be  used  to 
improve  current  products  or  invent 
new  products 

Other  information  available  in  data 
bases  includes  trading  information 
such  as  current  purchase  requests 
from  other  countries,  60,000  potential 
customers  for  U  S  exports,  and  who 
buys  what  within  the  U  S 

Although  the  data  bases  are  easy  for  the  average 
person  to  use.  a  search -and- report  service  is  available 
for  those  who  do  not  wish  to  spend  their  own  time 
searching  computer  data  bases 
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Financial 
Services 


c 


Other 

Business 

Ssrvices 


ash  flow  financing,  tax  regulations,  and  other  financial 
matters  are  an  ongoing  concern  of  businesses  Among 
the  financial  services  usually  available  through  the 
Center  are 

□  Banking  relations 

□  Lease  base  financing 
c  Venture  capital 

□  Receivables  financing 

□  Tax  consulting 

□  Inventory  financing 

□  Accounting 

□  Risk  management 

□  Smail  business  loan  programs 

□  Business  planning  assistance 

As  a  business  grows  often  specialized  expertise  is 
needed  When  tt  tsnt  cost-effective  to  employ  an  expert 
permanently,  the  fotlo.vmg  services  may  be  available 
through  the  Center 

Professional  Support 

□  Strategic  and  business 
planning 

□  Marketing  and  sales 
research,  strategy, 
communications 


Personnel 

□  Recruiting 

□  Procedures 
development 

□  EEO/AA  requirements 

□  Compensation 
planning 

□  Benefits  adminstralion 

□  Labor  relations 

□  Employee  counseling 
programs 


□  Technology  manage- 
ment assistance 
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Informttion 
Center 


n  order  to  link  the  primary  source  of  U.S  innovation 
(small  businesses)  with  the  primary  source  of  new  tech* 
notogy  {the  research  facilities  of  universities,  govern* 
ment  and  industry),  the  8TC  offers  programs  to 
encourage  technology  transfer— matching  technology 
to  tne  needs  of  new  and  existing  enterprises 

Often,  the  technology  a  business 
,  needs  is  available  somewhere  else  in 
"  the  world.  Technology  transfer  can 
save  the  time  and  expense  of  rein* 
venting  the  wheel.  Your  business 
may  have  a  technology  that  could  be 
licensed  for  use  in  other  industries 
Through  technology  marketing  and 
enterprise  matching,  your  8TC  can 
be  of  assistance 

Each  Center  offers  conference  and 
teleconference  facilities,  terminals  to 
use  in  data  base  searches,  and 
special  assistance  for  entrepreneurs 
m  starting  a  business 

The  Center  has  a  business  and  technical  library 
service,  providing  automated  literature  searches  The 
services  of  information  specialists  are  available,  too,  to 
answer  questions  ranging  from  market  share  informa- 
tion to  telecomrrr  rwcation  and  highly  technical  queries 

The  BTC  Services,  equipment  and  assistance  may  vary 
at  some  Business  and  Technology  Centers,  your  local 
Center  manager  can  tail  you  what  is  offered. 
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Control  Data  Corporation: 

A  Big  Commitment  to  Smalt  Business 


c 


ontroi  Oata.  a  worldwide  computer  and  financial  serv- 
ices firm  with  annual  revenues  of  over  $4  5  billion,  has 
made  a  strategic  commitment  to  helping  new  and 
growing  businesses  survive  and  prosper 

By  applying  our  considerable  resources,  business 
expertise,  and  advanced  computer  technology  to 
organizations  at  the  local  level,  we  are  able  to  provide 
critical  support  and  assistance  to  new  and  emerging 
businesses— and  do  it  m  a  cost-effective  manner 

And.  by  helping  small  businesses  meet  the  challenges 
of  the  1980s.  Control  Oata  is  helping  focal  communities 
create  new  jobs 

William  (.  Norns.  Chairman  and  Chief  Executive  Officer 
of  Control  Oata  put  it  this  way 

"Control  Data  products  and  services  to 
help  small  businesses  and  small  farms 
are  the  building  blocks  cf  a  systematic, 
comprehensive  program  involving  many 
parts  and  participants,  both  inside  and 
outside  of  Control  Data.  Each  link  in  the 
program— education  and  training,  • 
financing,  technology,  efficient  access 
to  facilities  and  services,  marketing  and 
management  assistance— is  forged  into 
a  chain  of  success  for  our  country's 
small  enterprises!' 
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BigOpportunities  Through  Small 
Businesses  In  Your  Community 


The  Job  Creation 
Network 
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The  Significance 
of  Small  Business 
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o  create  the  largest  number  o(  new  jobs  m  an  era  o? 
:.mited  resources,  it  is  important  to  utilize  our  existing 
human,  technological,  and  financial  resources  more 
effectively  and  efficiently  The  best  way  to  accomplish 
this  is  through  publtc/prwate  partnerships  that  generate 
new  jobs  by  enabling  the  startup  and  profitable  growth 
of  small  businesses  rather  than  through  programs  that 
entail  major  new  state  outlays  m  the  current  period  of 
overburdened  budgets 

o  During  the  last  decade,  small  firms  generated 

80  percent  of  all  new  jobs  m  the  United  States  * 
□  Small,  young  firms  genp'ated  about  80  percent  of  all 

replacement  jobs 2 
o  The  firms  that  generate  the  most  new  jobs  are  the 

most  difficult  to  reach  through  conventional  policy 

initiatives 5 

o  Small  firms  produce  24  limes  more  innovations  per 

research  dollar  than  targe  firms/ 
o  In  difficult  economic  times,  when  «arge  companies 

tend  to  reduce  employment,  there  is  an  increase  in 

small  business  start-ups,  whtch  translates  to  critical 

job  creation  m  oeclimng  areas 
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Smll Business: 
WhmtheJotsAre 


I  n  recent  years,  there  has  been  a  growing  realization  that 
'  small  business  plays  a  much  stronger  role  m  strength- 
enmg  our  economy  than  generally  undefstood 

A  1979  study  by  David  Birch  of  the  Massachusetts  Insti- 
tute of  Technology  found  that  small  businesses— not 
large  corporations— are  the  leading  creators  of  new 
lobs  It  was  also  found  that  small  businesses  have  an 
unusually  high  failure  rate—about  80%  over  the  first 
five  years 

There  are  many  reasons  for  this  alarming  statistic  but 
the  most  frequent  causes  of  failure  are  lack  of  available 
capital,  strong  management  support  and  technic*) 
assistant. 

Many  comnx  mty  leaders  now  realize  that  small 
businesses  ai  *  the  best  source  for  |ob  creation,  and  are 
taking  steps  tc  help  establish  and  support  new  enter- 
pnses.  Although  these  efforts  are  weii  {mentioned,  m 
many  cases  their  effectiveness  is  blunted  by  a  lack  of 
coordination,  experience  and  resources 

Control  Data  Corporation  has  recognized  the  problems 
faced  by  small  businesses  and  tne  difficulty  that 
cor,  mumties  face  in  systematically  encouraging  small 
busii^ess  start-up  and  growth  As  a  result  of  recognizing 
the  need  to  better  coordinate  a  community's  resources, 
Control  Data  has  developed  a  comprehensive 
approach  to  minimize  these  problems  We  call  it  the  Job 
Creation  Network. 

The  results  of  implementing  comprehensive,  commu- 
nity-based job  creaton  networks  have  been  impressive 
Over  the  past  five  years.  Control  Data  has  worked  with 
more  man  twenty-four  communities  of  alt  sizes,  both  in 
the  U  S  and  abroad,  in  establishing  these  networks  To 
date,  more  than  700  new  and  growing  businesses  have 
benefited  from  these  efforts,  and  more  than  5,000 
persons  have  been  placed  in  jobs 
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A  Community-Wide 
Program  That  Gets 
Results 


he  Job  Creation  Network  is  designed  to  create  a 
healthy  environment  lor  new  and  existing  small 
businesses  And  that  can  mean  new  jobs  and 
economic  growth  for  the  community 

The  Job  Creation  Network  is  a  process  tnat 

□  Stimulates  the  start-up  and  growth  of  small 
businesses,  recognizing  the  economic  diversification 
and  stability  that  small  businesses  provide  a 
community 

□  Pe'mits  a  community  to  manage  a  job  creation  effort 
that  is  consistent,  responsive,  and  ongoing 

□  Involves  community  leaders,  business  leaders,  public 
sector  organizations,  educators  and  others  who  are 
committed  to  their  community^  economic  future 

□  Stands  outside,  but  cooperates  with,  the  economic 
development  programs  sponsored  by  local,  state,  or 
federal  government  regardless  of  changing  political 
conditions 

□  Monitors  the  community^  economic  climate— not  just 
in  response  to  threatened  plant  closing  or  business 
relocation— to  provide  ongoing  economic  develop- 
ment strategies 
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he  Job  Creaton  Network  is  based  on  three  components 
esseniiaMox  small  business  success  They  a.  e 
□  Management  assistance 
O  Financing 


□  Access  to  affordable  facilities  and  cervices 

MiBigmint  The  focal  point  of  the  network  is  the  Cooperation  Office. 

Ass  1st i nee  The  Cooperation  Office  Is  a  public/private  partnership 

that  provides  management  and  technical  assistance  to 
new  businesses  The  office  is  managed  locally  Funding 
for  ongoing  operation  is  provided  by  the  public  sectc*. 
labor  unions,  churches,  private  citizens,  foundations, 
and  local  businesses 

The  concept  is  simple  An  entrepreneur  has  an  idea  for 
a  new  product  or  service  arvi  wants  to  start  a  company 
The  Cooperation  Office  helps  evaluate  the  business 
idea,  devetop  a  business  plan,  assemble  a  manage- 
ment team,  and  obtain  financing 

The  permanent  staff  is  small,  but  the  Cooperation  Office 
draws  on  a  volunteer  advisory  panel  of  engineers, 
accountants,  lawyers,  scientists  and  executives  to  eval- 
uate and  help  prepare  business  plans— and  to  identify 
and  recommend  candidates  for  the  management  team 
The  chances  of  success  are  substantially  increased 
because  of  this  expertise 

The  Cooperation  Office  represents  the  interests  of  the 
entire  community  in  budding  a  stronger  economy 
Therefore  its  creation  should  be  the  result  of  a  coopera- 
tive effort,  by  a  working -group-representaion  0f  those 
broad -based  interests 

Members  of  the  working  group  »yptcaily  come  from* 

□  Local  business  and  industry 

□  Financial  institutions 

□  Labor  unions 

□  Business  service  clubs 

□  Churches  and  private  attzen  organizations 

□  University  and  college  faculty 

□  Government  agencies 

The  initial  and  continuing  leadership  for  a  Cooperation 
Office  must  come  from  the  private  sector  of  each 
community  This  leadership  reinforces  the  practical, 
problem-solving  goals  of  the  group,  and  gives  it  continuity 
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Financing— 
Seed  Capital 
Fund 


N 


Access  to 
Facilities  ind 
Services— 
Business  end 
Technology  Center 


ew  companies  desperately  need  financing  during  ihar 
initial  formation  and  early  development.  For  small 
companies,  this  is  often  the  time  of  greatest  need,  and 
highest  nsk  It  ts  also  the  lime  when  capital  from 
conventional  sources,  such  as  venture  capital  funds 
and  banks,  ts  usually  unavailable  because  of  the 
unproven  track-record  of  tiie  new  business 

The  Seed  Capital  Fund  is  designed  to  provide  the  initial 
cash  to  successfully  launch  the  new  business  The 
Seed  Capital  Fund  frequently  works  tn  tandem  with  the 
Cooperation  Office  by  providing  that  much-needed  infu- 
sion of  capital  for  prototype  development  and/or 
business  start-up 

The  Seed  Capital  Fund  «  established  by  investments 
secured  locally  and  ts  administered  m  a  manner  that 
supplements  the  communit/s  job  creation  objectives 

Af.er  addressing  management  and  financial  needs,  a 
community  must  then  look  to  providing  ongoing  support 
and  a  place  where  the  new  businesses  can  locate  The 
Business  and  Technology  Center  (BTC)  is  intended  to 
create  an  atmosphere  conducive  to  innovation,  which 
helps  both  the  small  business  owner  and  the  commu- 
nity The  BTC  ts  usually  owned  and  financed  locally 

On  a  fee-for-use  basis,  the  BTC 
offers  small  businesses  office  and 
manufacturing  space,  and  a  wide 
variety  of  tecrwea'.  administrative 
and  marketing  resources 

The  new  businesses  located  m  a 
BTC  can  conubute  to  job  develop- 
ment In  addition,  the  community 
cams  property  tax  benefits  And.  the 
BTCs  small  business  tenants  may 
become  valuable  customers  of  other 
businesses  m  the  community 

Although  alt  Business  and  Tech- 
nology Centers  provide  the  same 
basic  core  services,  no  two  centers  are  exactly  alike 
Sf.e  selection  anj  design  must  meet  local  business  and 
community  neeJs 
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eflec!mg  a  community's  uaquo  smaS  business  support 
requirements,  each  8TC  normalty  provides  some 
combination  of  the  following  services. 


o  Ftewbie  space— s<ngie  offices  to  hghi 
manufacturing  space 

o  Space  design  and  layout  assistance 

o  Library  and  information  center 

o  Computer-based  management 
education  courses 

•3  Conference  room(s) 

o  Professional  building  management 

o  Business  planning  assistance 

o  Financial  planning  assistance 

o  Accounting  planning  assistance 

o  Telephone  answering  services 

o  SecretanaVdencal  services 

o  Word  processing  services 

o  Mailing  and  postage  services 

o  Furniture  rental  services 

o  Equipment  rental  services 

o  Part-time  office  programs 

o  NatK>  tai  contract  discounts 

o  Teietonferencmg  facilities 

o  Group  life  and  health  insurance 


□  Janet  onal  service 
o  Receptcn  service 

□  Suite  identification 
o  Parking 

o  Copying  services 
o  Telex  services 
o  Consulting  services 
o  Technology  searches 
o  Technology  marketing 
o  Computer  services 
o  Seminars 

□  Entrepreneurial  club 

□  Catering 

o  Pick-up  deliveries 
o  Auditorium  faculties 

□  Temporary  help 

□  .'totary 

□  Shipping  &  receiving 
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How  to  Establish  a 
Job  Crettion  Network 


E 


Identifying  Locsl 
Resources 


ReilEstite 
Anilysis 


staNishmg  a  Job  Croat  on  Network  begins  with  a 
community  asscssmeni  Control  Oata  contracts  with  a 
community  to  help  establish  the  three  components  ol 
the  Werwor*— management  assistance,  financing,  and 
the  business  and  Technology  Center  A  license  to 
operate  a  Business  and  Technology  Center  is  included 
m  the  initial  contract  lee  for  the  Community  Assessment 

The  community  assessment  identifies  local  resources 
that  ire  currently  providing  assistance  to  smaN 
businesses 

The  assessment  process  highlights 
the  community's  ability  to  support 
smalt  business  development  At  the 
conclusion  of  the  assessment 
recommendations  are  provided  to 
permit  the  establishment  c  'he  Job 
Creation  Network 

During  the  assessment  information 
ga'hered  is  used  to  recommend 
additional  services  to  be  ottered  m 
the  BTC 

The  assessment  phase  permits  Control  Oata  staff  to 
review  sues  or  buildings  being  considered  for  use  as  a 
Business  and  Technology  Center  Generally,  recommen- 
dations are  provided  (or  at  teast  two  suitable  buildings 
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TheBTC 

Licensing  Program 
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or.irol  Uau:  has  spent  years  developing  the  technology 
and  expertise,  and  in  proving  (he  effectiveness  of  the 
BTC  concept  in  job  creation  Control  Data  is  now 
making  this  expertise  available  to  communities  and 
developers  through  a  licensing  program 

By  undertaking  the  development  of  a  licensed  BTC,  a 
community  can  share  in  an  international  business 
network  for  the  rust -beginning  entrepreneur.  As  part  of 
the  worldwide  network  of  BTCs.  the  entrepreneur  may 
have  access  to  broader  markets  a  no  becomes  part  of 
the  ever-expanding  network  of  BTC  management 
expertise 

The  licensing  program  that  Control  Data  has  designed 
contains  four  major  elements 

□  Personnel  selection 

□  Renovation/construction  technical  assistance 
o  The  BTC  Service  program 

o  Initial  and  ongoing  instruction  ana  training  m 
management  and  operation  of  the  BTC.  including 
relat'onships  to  oi;  ier  network  elements 

Personnel  The  manager  is  the  k2y  to  the  success  of  the  BTC 

Selection  project  Control  Data  recognizes  that  the  selection  of 

the  right  individual  for  this  position  is  vitally  important 
and  is  prepared  to  help  m  the  recruitment  process 

After  the  manager  has  been  selected,  Control  Data  staff 
provides  a  three-week  instruction  program  Instruction 
is  delivered  m  a  Control  Data  BTC,  as  well  as  on  site  at 
the  licensee's  center  Instruction  includes  interviews, 
discussions,  visual  presentations,  and  computer-based 
education,  using  Control  Data's  PLATO  training 
curriculum 

Training  covers  topicc  that  have  proven  effective  for 
successfully  managing  a  BTC 

□  The  philosophy  of  small  business  assistance 

a  The  role  a  BTC  plays  in  new  business  formation  and  survival 

□  Property  management  as  it  relates  to  small  business 

□  BTC  space  marketing 

□  Contract  and  leasing  procedures  as  they  relate  to 
space  marketing 

□  The  BTC  Service  program 

□  BTC  Service  marketing 
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o  How  to  develop  a  staffing  plan  for  the  center  that 
relates  to  operations,  space  marketing  and  service 
development  and  marketing 

o  Public  relations  and  advertising  pnnciples 

□  Use  of  the  PLATO  library  of  small  business  courseware 
o  How  to  work  with  the  support  services  available  for 

the  small  business 

□  Major  components  of  an  accounting  system  for  the 
BTC 

o  Review  of  additional  Control  Data  small  business 
services  such  as  Factfinders.  Business  Advisors, 
WORLDTECH.  Commercial  Credit  and  Business 
Centers 

Technical  assistance  is  provided  by  Control  Data  staff 
dunng  the  desipn  and  development  and/or  renovation 
phase  of  the  B1C 

Control  Data  will  help  design  a  services  area  within  {he 
BTC  if  required  Assistance  also  incudes  participation 
with  the  licensee's  architect/engineer/contractor  in 
developing  an  understanding  of  the  BTC  concept  and 
space  layout  The  result  is  a  facility  that  reflects  the 
unique  needs  of  the  newly  formed  smalt  business 

in  preparation  for  the  official  opening  and  continuing 
operation  of  the  BTC,  Control  Data  provides  the 
licensee  with  a  management  and  operation  program 
The  program  consists  of  a  set  of  manuals  and 
computer-based  training  that  provide  direction  m  the 
following  areas  of  management  responsibility 


Renovitlon'Constrvctlon 
Technical  Assistance 


Management  and 
Operation  Program 


□ 
o 
o 
o 
□ 

Continuing  Support 
for  the  BTC  Licensee 


Start-up 

Property  management 
Products  and  services 
Marketing 
Accounting 


□  Network  relationships 

□  Personnel 

□  Policy  and  procedures 
o  Forms  and  contracts 


After  the  licensed  BTC  has  begun  operation.  Control 
Data  provides  ongoing  support  to  help  assure  a 
successful  ooeration  This  support  includes  technical 
assistance  to  both  the  licensee  and  the  BTC  manager, 
OH'Site  evaluations,  and  improved  and  expanded  small 
business  support  services 
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A  Commitment  to  the  Success 
of  Smll  Business 


ontrol  Data  is  a  worldwide  computer  and  financial  serv- 
m  *  tees  company  with  revenues  of  more  than  $4  5  billion 
m       annuaWy.  selling  products  and  services  in  47  countries 
■  JH  Through  the  Job  Creation  Network,  Cor.trol  Data  has 

made  a  strategic  commitment  to  helping  new  and 

growing  businesses  survive  and  prosper. 

Helping  small  businesses  meet  their  special  challenges 
is  a  part  of  Control  Data*  corporate  strategy  of 
addressing  society's  major  unmet  needs  as  profitable 
business  opportunities— a  strategy  that  had  its  begin- 
nings more  than  a  decade  ago 

By  applying  our  considerable  resources,  business 
expertise  and  advanced  computer  technology  at  the 
local  level,  we're  able  to  provide  cntical  support  and 
assistance  to  new  and  emerging  business— and  do  it 
m  a  cost-effective  manner.  In  addition,  a  wide  array  of 
financial,  insurance,  and  realty  services  are  offered 

Control  Data  Chairman  and  CEO.  William  C.  Norns. 
states. 

"Our  strategy  of  looking  at  pressing 
social  problems  as  business  opportune 
ties  does  not  propose  that  business 
assume  the  entire  responsibility  for 
solving  societal  problems,  but  that 
business,  primarily  big  business,  pro- 
vides the  leadership  and  the  manage-  4 
ment.  The  simplest,  yet  an  important, 
program  is  that  of  fostering  the  start-up 
of  new,  small  enterprises. 
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April  12,  1985 


Senator  Janes  Abnor 
South  Dakota 

SH-309  Hart  Senate  Office  Bldg. 
Washington,  D.C.  20510 

Dear  Senator  Abnor , 

I  do  appreciate  being  asked  to  be  a  part  of  your  task  force.   I  wasn't  able 
to  attend  one  of  your  area  nee tings  but  I  have  visited  with  several  local  people 
and  tried  to  get  a  handle  on  what  the  current  situation  la  and  what  is  expected. 

In  your  letter  of  March  25,  1985  you  asked  us  to  answer  three  questions  so  I 
have  divided  this  report  into  three  sections  devoted  to  answering  those  questions. 

Having  been  very  Involved  with  the  farm  econoay  for  the  last  two  or  three 
years  I  feel  two  very  important  facts  have  emerged  and  until  we  can  separate  these 
two  factors  a  solution  will  be  hard  to  find. 

First  of  all  rural  America  is  wealthier  than  at  any  time  In  history,  If  we 
consider  wealth  as  the  ability  to  produce  goods  and  services. 

Second  rural  America  has  a  money  problem.  Money  la  only  a  means  of  exchanging 
goods  and  services  and  the  money  managers  are  ripping  rural  America  orr. 

It  should  be  very  apparent  that  this  la  not  Just  a  rural  problem  but  a  problem 
that  effects  every  person  that  eats  food,  wears  clothes  and  lives  in  a  house. 

I  think  it  Is  obvious  that  somebody  will  farm  this  land  and  urban  people  are 
not  going  to  be  very  concerned  about  who  as  long  as  they  are  well  fed.   The  real 
question  is  will  It  be  family  farmers  who  farm  it  as  a  private  business  or  the 
money  managers  who  farm  it  with  hired  help? 

I  think  rural  America  feels  it  is  Important  to  save  the  family  farm  and  I 
hope  this  report  will  aid  you  in  your  fight  to  achieve  that  goal. 

Sincerely, 


Robert  Garrity, 
Potter  County  Agent 

RO/lS 
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PROPOSED  FARM  PROGUM 

Objectives: 

1 .   To  give  economically  depressed  Tamers  an  opportunity  to  salvage  a  fanily  sized 
farm  with  a  fair  chance  of  future  success. 

J.    To  reduce  land  values  to  a  level  determined  by  the  land's  ability  to  produce 
based  on  commodity  prices  that  are  competitive  on  a  world  market. 

3.  To  provide  a  one  time  government  expenditure  with  no  further  cost  for  a  -farm 
program" . 

4.  To  provide  a  voluntary  program  that  would  ue  us«fd  only  by  farmers  really  ir.  need. 
To  provide  more  opportunity  for  troubled  farae-s  to  c«ipcto  on  a  more  equal 
basis  with  larger  and /or  corporate  farms. 

J».    To  allow  farmers  to  compete  on  a  world  market. 

To  allow  ag  lending  institutions  to  survive  while  the  transition  to  e  nev-  way  of 
farming  structure  is  being  aade. 

P.    To  help  rural  communities  survive  and  ever,  prosper. 

?.    To  provide  the  opportunities  for  n«  fa-ncrs  to  «t  started  in  famine. 

0.    To  encourage  farmers  to  adapt  to  a  new  iconomic  environment. 

To  discourage  FriiA  loans  to  farmers  wlo  uo  not  lave  r.cod  -anagesent  ski::.-. 

To  provide  assistance  only  tc  there  far=— s  that  are  -.ruiy  in  neod. 
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woposed  run  program 

1  •  All  present  •fare  programs*  would  cum. 

2.  Agricultural  land  would  bt  valued  on  it'*  productive  value  using  Soil  Conser- 
vation Service  land  classificationa,  soil  eaps  and  othtr  approved  and/or  avail- 
able criteria. 

3.  Any  "fragile"  lands  now  being  farmed  would  have  to  batt  approvtd  conservation 
'  eettods'  such  as  grass-seeding  or  terracing  to  ba  eligible. 

4.  Land  that  would  bt  broken  would  have  to  meet  3.C.3.  rsqulraawiu  and  would  than 
bt  valutd  at'  Its  aost  productive  level, 

5.  The  profras  would  bt  administered  through  tht  rarmers  Hoae  Adminlatration  (FbHA). 

6.  Once  tht  productive  value  of  the  land  has  been  established  a  "base  unit*  size 
would  be  established. 

Definition i  A  base  unit  would  be  the  aaount  of  land  needed  to  provide  a  living 
for  a  really  and  to  pay  off  a,  100%  aortgage  on  the  land  with  cur- 
rent interest  rates. 

7.  A  grant  would  be  given  to  reduce  the  current  aortgage  on  the  base  unit  to  the 
established  productive  value  of  the  land* 

8.  This  bsse  unit  would  be  protected  froa  any  liens  against  the  property  {other 
than  the  balance  of  a  lien  by  the  current  aortgager  or  FaHA),  bankruptcy  actions 
or  any  other  legal  actions  for  a  period  of  five  years  and  Indefinitely  for  any 
liens,  aortgager,  etc.  which  are  existent  at  the  tlae  of  the  initial  participation 
In  the  prograa. 

9*  The  farmer  could  own  other  land  at  the  tlae  he  enters  the  prograa.   If  there  was 
any  legal  action  such  as  foreclosurer  on  this  other  land,  no  part  of  the  base  unit 
could  be  used  to  satisfy  debts  on  this  other  land. 

10.  If  a.  faraer  would  purchase  new  land  after  entering  the  prograa  he  would  forfeit 
the  protection  on  his  base  unit. 

11.  The  faraer  would  not  be  sble  to  use  the  base  unit  as  collateral  for  another  loan 
during  the  five  year  period  of  the  contract. 

12.  First  tlae  fanters  or  displaced  farmers  that  wish  to  begin  farming  would  be  eligible 
for  the  sane  aortgage  reduction  grant  as  existent  farmers  on  land  they  purchase. 

13.  Under  no  circumstances  could  the  grant  be  used  to  pay  off  a  mortgage  that  was  in- 
curred after  a  target  date  that  would  ba  set,  so  as  to  avcld  land  owners  who  eight 
take  out  a  aortgage  in  order  to  qualify  for  a  grant  under  this  prograa. 

14.  '  All  grants  under  this  prograa  would  have  to  aeet  approval  of  the  local  FaHA  county 

coamlttee. 

15.  The  loan  on  the  base  unit  which  would  be  100%  of  the  appraised  calue  using  the 

new  procedure  for  evaluation  could  either  be  retained  by  the  current  lender  assuaed 
by  FaHA  or  shared  by  the  current  lender  and  FaHA. 

16.  Limits  for  loans  to  one  borrower  fron  FaHA  for  land  would  be  reduced  to  levels 
consistent  with  the  new  production  valuation  of  the  land  lnthe  base  unit. 

17.  Farmers  with  existing  FaHA  loans  would  have  the  option  of  maintaining  their  current 
loans  or  of  participating  in  the  prograa  under  the  aaae  guidelines  established  for 
other  lenders. 

18.  Operating  loans  could  be  made  in  addition  to  the  loans  to  buy  land  but  Halts  on 
loans  to  one  borrower  would  be  reduced  to  reflect  the  actual  needs  of  a  farmer 
to  efficiently  operate  the  base  unit  up  to  100%  of  that  amount. 
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.  HHA  operating  loans  would  not  be  renewed  for  borrower*  who  are  not  oarticK 

patlng  in  the  progf-ae.   *J*f<**  ; 

20.  Farmers  that  would  elect  to  participate  in  the  prograa  and  atill  retain  any 
other  land  would  be  Halted  to  FaHA  operating  loans  for  the  base  unit  only.. 

21 .  The  Halt  for  operating  loans  froa  FaHA  would  be  in  affect  for  2  years,  after 
the  second  year  that  Halt  would  be  reduced  10%  each  year  for  any  one  borrower. 
Exception  could  be  Bade  in  the  event  of  natural  disaster  such  as  drought  or 
insect  infestation  but  at  no  time  could  the  total  loan  to  any  one  borrower  exceed 
the  original  Halts. 

22.  Lands  subject  to  flooding  would  not  X e  considered  for  a  base  unit  id  flood  would 
would  not  bo  considered  a  natural  disaster. 

23.  To  be  eligible  for  the  prograa,  a  fareer  aust  show  Intent  to  actively  operate  the 
base  unit  for  a  period  of  at  least  5  years. 

24.  Only  one  base  unit  would  be  allowed  per  household. 

25.  The  "bailout"  portion  of  this  prograa  could  be  spread  out  over  a  2  or  3  year  period. 
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IH0K8O  FMH  PROGRAM 


Justification 


1.  A  large  number  of  American  fww  (astiaate  1/*  to  1/3)  are  In  eerioua 
financial  diffculty  due  to  circumstance*  of  an  economy  that  waa  largely 
beyond  thrtAr  control  based  on  aound  financial  practical  of  racant  yaara. 

2.  The  technical  and  productive  ability  of  thasa  faratrs  is  a  raaourca  that  tha 
American  people  cannot  afford  to  lose. 

3.  Nora  debt  (even  at  a  low  lntaraat  rata)  cannot  halp  a  faraar  unable  to  pay 
his  currant  dabta. 

4.  Currant  far*  programs  have  contributed  to  tha  dllemna  in  tha  far*  aconoay  and 
othar  options  art  naadad  to  reverse  this  trand. 

5.  Heal  is  tic  land  evaluation  based  on  ability  to  produce  Is  tha  only  .realistic 
solution  to  the- far*  economic  probless. 

6.  Realistic  loan  limitations  (both  real  estate  and  operating)  are  needed  to  pre- 
vent faraers  in  need  of  assistance  from  over- investment  in  aachlnery  and  equip- 
aent.   This  is  a  part  of  tha  current  problaa  that  occurred  during  the  yaara 

of  an  artificial  aconoay  based  largely  on  inflationary  values. 

7.  This  program  would  give  farmers  financial  protection,  for  a  period  of  time,  to 
adjust  to  tha  new  economic  conditions. 

8.  This  program  would  allow  for  the  entry  of  new  faraers  and  would  Increase  rural 
population  which  would  In  turn  help  rural  communities,  schools;  etc.* 

9.  This  would  be  a  one  time  coat  to  the  government  and  tha  pay  beack  from  savings 
In  current  farm  programs  would  be  accomplished  in  a  relatively"  abort  period  of 
time. 

10.   Agricultural  manufacturers  and  suppliers  would  benefit  with  more  farm  popula- 
tion. However  Manufacturers  may  have  to  go  through  an  adjustment  period  by 
switching  to  the  manufacture  of  more  but  smaller  equipment. 


11. 


Already  suffering  rural  businesses  (Including  Ag  Lenders  would  not  have  to 
bear  the  burden  of  bad  farm  debts- 


12.  FaHA'a  role  would  return  to  helping  good  young  faraers  gat  started  rather  than 
keeping  poor  farmers  In  business. 

13.  This  program  would  fit  In  wall  with  the  currant  administrations  proposed  tax 
policies  and  could  be  an  opportunity  to  eliminate  tax  laws  that  give  an  unfair 
advantage  to  large  and/or  corporate  farms. 

14.  Many  if  not  all  Df  A.S.C.S.  functions  could  be  elJalnated  howevvr  this  would 
probably  be  off  set  by  increased  need  for  Crop  Reporting  Services  and  Extension 
Services.   S.tf.3.  programs  may  need  to  be  revamped  but  total  responsibility 
would  reaain  about  the  aaae. 

15.  This  program  would  give  aany  farms  the  opport'tnlty  to 'Stay  in  or  enter  farming 
but  it  would  Also  eliminate  those  who  do  not  make  responsible  management  deci- 
sions In  the  future. 

16.  Being  voluntary!  tha  program  would  be  used  only  bV  farmers  that  are  truly 

In  need  of  assistance  and  would  be  of  no  benefit  to  those  who  do  not  need  assist- 
ance. „  . 

17.  Lowered  land  values  and  reduced  debts  would  sake  more  money  available  which 
would  help  reduce  interest  rates. 

18.  Food  prices  would  be  determined  by  world  markets.   I  would  not  forsee  any 
drastic  changes  In  food  prices  however,  once  this  program  had  accomplishes 
Its  goal,  consumers  would  only  pay  once-  for  their  food  inatead  of  once  at  the 
grocery  store  and  once  as  taxes  to  support  farm  subsidies. 


304 


360  ELK  STREET 
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IMENTALl 
IHEAITN 1 

IcenteFI 

Dale  Jahr 

Joint  Economics  Committee 
U.S.  Senate 

Washington,  O.C.  20510 
Dear  Dale: 


February  i4,  1985 


Here  are  my  columns  on  Farm  Stress  and  ag  economics.    Perhaps  the  following 
columns  could  be  inserted  In  the  record  Including  my  open  letter  to  David 
Stockman: 

"Zapping  the  Farmers  in  '85" 
"Black  Hats  and  White  Hats" 
"The  Last  and  Hardest  Lesson" 
"The  Courage  to  Start  Over* 
"The  Tortoise  and  the  Hare" 
"Challenging  Opportunities  for  Growth" 
"Dark  Clouds  and  Silver  Linings" 
"Doing  Best  Things  in  Worst  Times" 
"Farm  Stress" 

"Economics  and  the  Rural  Way  of  Life" 
"A  Rural  Renaissance" 

The  others  you  can  include  if  you  feel  they  are  appropriate.  Thanks  for 
giving  me  the  opportunity  to  appear  before  your  committee.  I'm  sorry  the 
transportation  arrangements  fell  through  and  I  was  not  able  to  attend. 

Sincerely, 
Val  Farmer 

enclosures 


309 


305 


8un<toy,Dtc*nt»r  30,1*4 
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aad  (amity,  and  even  trow  ova 

ermtrriiyand  rrtMmolvtag  altUS^ 


Zapping  the  farmers  in  '85 

!  newtty  fc»d  m  tpportafcy  to 
vtow  a  npntossirsun  far  Um  WorU 
Cheap  woed  W*cy  far  ftftdcei  and 
Corporate  Control  Ores*  Dr.  L  M. 


far  airicaf  art  It  IM*.  Here  are  mm 
of  his  ama^eDy  cudid  thoughts. 

Qnsstfaa;  i>.  Aaaaapemtor.  whs*  da 
yam  aspect  taW 

Answer:  IMS  wfll  ba  oaa  at  oar  bait 
years  avar.  We've  pot  tat  farmers 
what*  we  want  them.  At  this  rata,  by 
the  year  SON  I  predict  thart  win  only  be 
two  farm  en  left  la  Um  United  tUUt 
. . .  and  oaa  of  thtm  It  going  to  ba  la 
trouble. 

Qeootfaa:  Doctor.  could  you  eapaad 
aa  that  a  Uttk?  Bow  dM  yea  get  them 
en  the  raaT  I  thswjht  they  war*  a  hardy 
fat 

Aatwar:  These  fellows  art  pretty 
tough  all  right  The  tbtog  we  do  to  to 
take  advantage  of  their  pride  and  their 
toughness.  You  eee.  theee  people  are 
top  producers  and  Use  pillars  of  their 
communities.  It  was  their  very  ag- 
gressiveness tad  optimism  that  got 
them  tat©  trouble.  They  expended, 
brought  their  children  on  board  and 
watched  in  disbelief  as  Interest  rates 
scared,  land  prices  fell  and  Inflation 
was  brought  under  control 

Now  if  you  were  a  person  like  this,  wv 


e  long  stage  of  hard  times, 
would  you  K*  prepared  for  the  ember* 
raaameat  at  vtog  la  cat  back,  eel 
mad  aad  eew>;  went,  aad  l*  year 
neighbors  kmr  >  'me:  yoa  are  ta  UoetliT 
No,  the  oeetost  thtog  to  id  fa  to  ptoy 
aetrlch  aad  pat  year  bead  fa  the  sand 
aid  hope  for  etrtaclc. 

lama  at  ear  toughest  Hong  willed 
producers  keep  It  ail  tocicu  and  ev» 
wool  tell  thetr  wtres  about  \±dr  fears. 
Their  blind  spot  is  that  Omy  doot 
realise  that  h  takes  an  err-  atroagar 
man  to  admit  a  problem  aad  face  It 
head  on. 

Qnestfaa:  Bow  ds is  this  rotartaeni  ta 
adsaker^hlsm  em  tags  fast  team  » 

Answer:  That's  easy.  Sf  their  debt 
loadfaaighenoagh.timclotkfatkkmg 
against  taeeu.  The  longer  they  wait  to 
take  action,  the  more  their  equity  wia 
erode  to  the  point  of  ao  return  aad  total 
liquidation  is  the  only  answer.  The 
chances  are  that  if  they  haven  t  looked 
at  their  financial  problems  squarely, 
thay  wm  avoid  the  le^  and  damage 
their  relationship  with  him. 

People  get  their  beet  ideas  -Ivvntbey 
talk  oat  problems  with  others.  As  fang 
as  they  wont  face  reality  with  courage 
and  honesty,  they  shut  themselves  off 
from  alternatives  and  options,  friends 


,  what  stoiow  you  hV«e> 
aae  theee  fanners  do? 

Answer:  Well  2  deat  realty  See!  they 
are  defeated  ertii  they  alamo  others,  jf 
they  are  csmghi  ap  fa  "mimees"  aad 
hUmtog  all  Aa  ^awere  that  be,  they 
avoid  the  mala  seVwam  at  dealing  with 
wtofrawaeoranaidatmsfloa.  Aefangaa 
obey  the*  case  ens  esse  fa  gatog  w> 
aame  afaag  >*ad  fat  k  far  them,  they  tal 
to  aerator  tee  reeiprebtom*- bow  to 
faeare  me  ■anrmojmtj  and  arofkabOj- 
tyefawArsewiscaimlerss. 

The  fakuwo  that  (it  angry ,  bsatffa, 
hottorojwlajsaimssrtlnjs  rwrnglswlng 
are  aptoafag  sheer  weeses  faakfag  at 
faaaotry  whfa  lafatfaaa,  The  problems 
that  arefting  toetokthem  are  net  bv 


meet  programs  but  the  financial  pro- 
btoms  of  aWr  ewa  eperetlnm  If  they 
define  the  prrSem  wrong,  there  h  no 
way  they  ere  going  to  solve  it. 


tog  far  yea? 

Anew  or:  Most  of  theee  fallows  are  so 
hieeecwad  that  they  aren't  gatog  to 
make  the  changes  they  need  to  make. 
Family  traditions  about  marketing, 
breeds,  cropping  derisions.  Irrational 
attachsaeatl  *>  lc*d  and  so  farm  are 
i  motioned  tosuea.  1  love  to  see  them 
mail  oatottoealry  >  ned  dor  Is  If  ej. 

If  they  deal  incorporate  modern 
iicbnleuos  at  financial  Management, 
they  ere  panrrs.  Up  naU  two  or  three 
years  ago,  a  fattow  could  gat  by  without 
haiplng  gaad  records,  r  m  totting  you, 
the  farmers  that  are  going  to  stey  to 
this  game  trsgotoa  to  have  to  be  flexi- 
ble, open  to  change  and  know  the  fl  un- 
cial end  of  this  deal. 


Some  of  theee  guys  take  the  fun 
money  off  thetop.inaimnosacrttces  In 
their  standard  of  living  and  want  to  hold 
on  to  all  of  their  sutus  symbols  of  being- 
food  fanners.  They  figure  because  they 
work  hard  they  deserve  It.  Someday 
they  will  waxe  upend  reelUe  that  It  Is 


more  than  the  federal  budget  th;  '.is  fill* 
ad  with  red  Ink. 

Queetion:  Do  you  have  the  leaders  to 
your  pocket,  too? 

Answer:  It  was  better  to  the  jood  cid 
deys  when  there  were  a  few  more 
"dumb"  bankers  around.  A  farmer 
could  come  in  and  pump  him  full  of 
baloney  end  ft*  them  both  in  trouble. 
The  casual  days  are  over.  Most  people 
dktot  realize  how  tacky  they  were  to 
have  had  a  ct<ict  banker. 

The  bankers  who  don't  have  the 
technical  eg  skOfa  er 
ideas  to  analyse  end  hasp  en  ecwratJoo) 
are  being  weeded  out  The  tost  few 
years  baa  produced  a  shakeout  of 
lenders  by  putting  to  a  test  their  ap- 


titude and  knowledge.  V  we  can  get « 
bank  fa  trouble,  they  art  farced  fa  back 
away  from  their  borrowers  rage  nfl  est 
of  merits  of  bow  their  plans  pewefl  out. 

ftosetlm'  Dr,  A  e  neap  rat  nr.  da  yea 
natty  the*  you're  gotog  to  wto  Ufa 
caw? 

Anewer:  To  be  truthful,  fast  about ^ 
time  I  thtok  rve  got  them  en  the  tea. 
termers  figure  oat  how  fa  cape  aad 
wenaga  to  hang  to  there.  I  ftowre  ree 
go<acho%cotktowmahrsamiseaujoof 


thaws  bnvwat  bad  to  a»ahc 
aayaswghigjiir  mi  rmedraedh*! 
deal  gat  them  the*  ime,  they  may  be 
ebL  to  sued  about  anything  fl  be  afae 
to  throw  at  them  in  the  future. 
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thtRapUCttyJoumal  » 


*  Dr.  Val 
Farmer 


Black  hats  and  white  hats. 


The  asorlt  ♦'Country**  portrayed 
bankers  tat  the  black  km  ud  Carmen 
to  the  white  bate.  In  Ml  lit*  drama, 
then  an  usually  ao  goad  guys  or  bed 
gays  bat  bankart  aad  Canaan  working 
together  lo  irfwnpUei  mutual  got  Is, 

However,  If  we  reefly  get  into  It,  we 
could  find  mora  than  a  low  Carmen  and 
rancnen  who  give  ample  cause  for 
beakers  to  taka  the  actloai  tbty  do. 
Farmers  caa  eboaao  tho  color  of  bat 
the*  beaker  ween  aad  literally  hand  K 
to  Urn  to  try  on. 

Hare  ara  ton*  way*  that  Carman 
commonly  allow  their  busies  ss  rata* 
Uoeshlpe  with  tholr  bankan  to 
datariorato  to  tha  point  whan  too  worfc. 
tog  nlationaln>  becomes  atralnod  and 
harden*  fat  caaaad  both  to  tho  Carmar 
and  to  tha  baakar. 

affaire.  Wd*  your  ■rablaam  aa  long  at 
peessble.  Lot  him  haar  about  yorr  pro- 
blems fram  someone  atot.  Ctnrt  major 
chaagai  aad  aprtng  tham  on  your 
bankar  katfway  through.  Finally,  bo 
elusive.  Mies  appointment*.  Cnau  a 
question  m  hit  mind  about  what  you  an 
doing, 

t  Delude  younalf.  Opnrato  to  tha 


dark  about  not  worth,  cost  of  produe- 
tfeu.  dobt  to  equity  ratio,  cash  flow  and 
Uvtag  asnanaan,  Sometimes  tht  lees  you 
know,  tht  btttar  you  wlU  fetl.  Uw  on 
tNa  tamt  standard  of  living  tvary  year 
laganltssi  of  how  tht  business  is  doing 
Use  your  operating  loan  for  living  ax. 
preset  Unecoeoery. 

X  If  tht  bankar  pott  pntsun  on  you. 
girt  him  soma  "pie-toine-eky"  figures 
and  than  gtt  angry  or  rastmful  If  ht 
chtnangat  you  oa  your  rationale.  Hope 
for  a  miracle.  Hang  to  than  as  tongas 
you  caa  tvaa  ff  It  mtant  dragging  a  f  tw 
of  your  creditors  down  with  you. 

4.  Reect  negatively u exchanges  or 
ttuaag^maat  suggestions  ht  might 
makt-Ttli  him  his  your  equity  and  you 
Intend  u  done  you  please.  Justify  what 
you  an  doing  and  doat  try  anything 
now  —  tspadany  if  it  Is  tho  banker's 
Idea. 

5.  Jump  into  now  thing*  ovary  yecr. 
htakt  major  changas  to  your  enterprise 
until  you  ftod  tha  quick  fix  that  wilt  tarn 
things  arouid  In  a  hurry.  Get  excited 


about  rmy  "get  rich  quick"  scheme 
that  comes  along  Try  a  few  business 
ideas  outside  of  farming  even  if  you 
don't  have  the  background. 

C  Blame  the  banker  for  your  pro- 
blems. Insinuate  (hat  he  Is  personally 
responsible  and  is  benefiting  from  your 
troubles.  Dont  take  responsibility  for 
your  decisions.  Blame  everybody  you 
can.  It  will  make  you  feel  better.  Show 
your  anger  and  resentment.  Maybe  you 
can  Intimidate  the  banker  Into  going 
along  with  you. 

7.  Opente  on  other  people's  money  as 
long  as  possible.  Overdrafts  an  no  pro- 
blem. Ask  for  advances  on  your  loan  to 
cover  any  shortfalls.  Let  the  creditor* 
wait  for  their  money  until  you  absolute- 
ly have  to  pay.  Your  m  trade  will  come 
throughand  nobody  wilt  gw  hurt. 

t.  Live  recklessly  and  dangerously. 
Spend  a  tot  of  tint  at  tht  town  bar  and 
bristle  with  anger  if  anyone  suggests 
you  ban  an  alcohol  problem,  CambV-  a 


little.  Argue  and  fight  with  your  wife. 
Chase  around  on  her.  Put  out  enough 
clues  so  the  banker  will  hear  and 
wonder  if  your  personal  problems  an 
going  to  disrupt  your  farming  opera- 
tion. 

I.  If  none  of  theabove  points  an  euffW 
dent  to  drive  your  banker  cway,  that 
one  wtll  put  the  nail  io  the  coffin.  When 
times  get  tough,  start  some  creative  la- 
vesting  with  loan  money  and  mortgag- 
ed property  to  turn  your  business 
around.  Ten  a  few  lies.  Try  a  few 
dishorn*  things.  After  aH  you  mean  , 
well  and  after  your  Ideas  pan  oat.  aa 
one  will  ever  know.  Rational  in  away 
your  character  and  conscience. 

The  rules  for  having  a  good  relation- 
ship with  a  banker  an  simple  and  can 
be  implied  from  the  list  above.  Most 
farmers  an  honest.  They  Include  tha 
banker  as  a  key  member  of  their 
management  team.  They  discuss 
changes  watt  to  advance  and  tett  their 


beaker  mere  than  be  wants  er  needs  .>» 
know.  They  an  receptive  to  his  advlet 
and  Input.  , 

The  bottom  line  is  a  powerful 
measun  of  success.  Farmers  who  an 
conversant  about  their  financial  statue . 
and  goals  will  ftod  their  bankar  ap- 
preciative end  receptive.  Fermen  will 
likewise  recognise  and  appreciate  tha 
trust  and  confidence  placed  to  their 
management  ability  whan  tha  bank 
risks  their  money  with  them.  They 
return  that  trust  by  sharing  freely  the 
concerns  and  developments  that  affect 
the  operation. 

Of  course  then  an  sometimes 
legitimate  reasons  for  problem  rela- 
tionships wkh  bankers.  Not  everybody 
hits  it  off  together.  The  farmer  may 


tack  confidence  to  tha  esnejftfoe  er 
understanding  of  a  particular  baakar 
wMnganateUtsstuatiea.wtathit 
hepa  sue,  the  farmer  needs  fa  aad  a 
relationship  vtth  a  banker  where  than 
is  sautaal  trust  and  coufideece. 

Kavtog  a  gaad  working  retoatosndsto 
wtUabankerfcanuJorkeytoswecnee 
to  agriculture.  By  n bean  tog  a  fear 
oound  pcfadplas  of  beataeos  sdjuoati. 
the  fanner  can  prevent  the  heater 
from  ever  having  to  try  aa  tha  black  / 
hat. 

BeaVa  we  blame  tha  baakar,  tot's 
cheek  and  see  what  cater  of  hat  wa  ara 
wearing. 

— —  i-ii-m  i— in  in  i  jg 
*nrMee«»MfitwetMMM«eci«en 
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The  last  and  hardest  lesson 


Inge  and  rea*S?Thete 
to^rm  hard  day*  Or  were 
taaTThiymMiftMMO 
Ftaety.  towahtf».lle 
lag.  He  sharei  Ms  fears  a 
waft  Ms  wftuv  lie  thou  sfttrei 
ttC»  Mi  Agar*  wftft  a  MM  frteai 


started  taft< 


AJIMW  VW  ta  tfOMfcll.  Ht  bod 

taught.  'Miuhilanijigalrg  ta  mm 

eede  snoot.  Than  everything  ooesnod  to 
ipsa  Mt  af  MMTtL  Hhj  ahort+erm 
IMMT  MMMMi  M  ftt  Ml  £M 

flow  prnHiai.  lefttsi  m  m  oay  tar- 


ing, and  tuggtetti  ■  part*!  mmimum 

cdlerdasdnmcftteery. 

Admittedly  M  dkt  Ml  bundle  ft  voJL 
Ht  Mew  up  and  MM  mm)  thtagt  ht 
shouldn't  km  mM  m|  sterani  mi  of 
the  bunk.  Ht  uboeldertd  the  whole 
burden  alone.  Ht  Mi  never  btM  h  this 
spot  before.  Ht  ww  tear*  Mi  be 
eouldal  figure  mt  the  answer*.  HI* 
mood  fluctuateJ  between  eager, 
frustration.  guQU  fw.  depretttau.  Ir- 
ritability and  a  ttate  of  shock,  life  waa 
a  succession  of  anxious  days  and 
sleepless  nlrhu. 

He  didn't  want  to  kI)  hit  laeome- 
producing  resources . . .  how  oIm  could 
be  get  tut  of  tht  bote  ht  to  in?  Wasn't 
this  **oe*t  year**  country?  A  good  year 
end  good  prtota  would  solve  a  lot  of  pro- 


bsesne.  Araal  the  gtti  years  aad  tht 
yoaW§  tvppMitf  l#  #w  tk^flMM^ws 

Mt? 

Qg^arm  iMjIijaiat?  WVnt  aff." 
term  eneptaymeet?  |m  ft  thtrt  vara 
teat,  mey  wouldn't  mm  mm  m*  if  a 
Mat  hi  Mt  inMitM,  Bssliii.  ha  had 
nhraye  ngarlii  werfctag  far  nnoai 
ahtMa  term  at  alaMry.KMcMagwM 
a  MMm  Jm  m  ft  was.  Haw  wmM  ht 
ft  M  a  atooai  Job?  Pat  aft  am  to  ha 
thtohari? 

What  ahMt  Ma  toMgt  la  tht  com- 
mwmttft  Kit  pride?  Focteg  Ml  friends 
Md  ailghbon?  Mart  temmltnlly.  how 
end  ht  feel  ahMt  ktmtstf?  Had  ha  failed 
to  mm  an  M  mm  profound  way? 
Wet  h  hit  wanagtajaat?  How  could  ht 
have  ronton  &«•  tml  ht 

following  the  roni  sulkies  I  wisdom  for 
gttting  ahtad?  Waeol  ha  a  good  ran- 
cher nod  a  herd  worker? 

Tht  aumHots  and  tetf-eoabts  wart 
not  Mtarti  to  anyone  eke.  not  ovm  hit 
wife.  Ht  wtat  Mdti  ground,  dodging 
and  ducting  .Mtgbbara.  avoiding  tht 


t  ht  taught  a* 
j^MwajMfty.  ^Ht 

warn  M^rMtflt/<Md<  ^lurlie 

MVMl  tO  ht  MMMMtk  Mi  ht  have 

hoMagaM.MhMdhaathuthapthat- 
aiM  natty. 

In*  seen  tab  was  w  rope*  Mt  rah> 
thjsokep  wish  Mt  lender.  Ha  reeneenbece 
waft  how  ha  suiitdmmeonvtrtettaa: 
Two*  upset  aai  fruttratei.  Tin  tarry. 
!  understand  yM  wart  only  doing  your 


job.  What  fd  Ukt  It  for  m  to  tft  down 
and  figure  out  bow  wt  can  both  via  at 
this  thing." 

He  then  kid  oat  tht  hard  facts  wfcfa  a 
new  flatacUI  ttttemsot.  Ha  wu  wffl> 
lag  to  bttt  tbt  buDtt  Ht  wm  willing  to 
cut  bit  debt  bad.  Ht  wm  wtlllug  to 
listen  to  the  beaker's  ideas.  Ht 
presented  hit  own  Ideas  with  energy 
and  enthusiasm  and  gat  tbt  banner 
caught  up  m  bin  snotivtiiOM  aed  needs. 
There  was  t  way.  Together,  they  would 
mnkeftwork. 

He  krtted  tba  banker  aut  to  hit  piece 
to  tee  the  situation  for  himeeU.  Ht  alto 
wanted  the  banker  to  m  fJnt  bend  that 
be  and  hit  famSy  were  IHng  a 
disciplined  life  and  that  they  were  mefc- 
tag  the  sacriflcet  to  live  within  their 
neanc 

Though  be  didat  feel  likt  ft  wa* 


aicssssry  for  hiaaett.  ht  had  heard  of 
caeaa  where  a  flnaadaUy  distreeeed 
rancher  weuUhrl^  a  friend  or  consul- 
tant to  the  Mating  wtth  the  leader  to 
help  r settee  caamiauakatious  and  lay 
tut  the  options 

The  bsMer  aali  how  grateful  ha  wm 
to  hava  OMaiMlrttlMt  nop  mid.  The 
conflict  waste  tht  pant  and  ha  iat«# 
tag  to  start  over.  Tlaw  had  been  work- 
ing agtMt  Mce.  tea.  and  ha  was  ovm 
snort  In  the  dark  thM  Mt  run- 
cher/citaat  It  f aft  good  to  bo  working 
togethirtsatea  ungate 

The  baaker  aald  that  ht  and  Ms  cot* 
leagues  art  always  opM  to  coomunscn- 
ttans.  He  pointed  out  that  tteaetlmes  n 
tMcherloMglnMhlMelftobt  In  grave 
legal  difficulties  becavte  he  diverted 
payments  thet  should  have  gone  to  the 
bank  to  pay  off  other  ranch  ipeneee. 


He  then  Urea  ta  fear  of  the  baaker  or  he- 
tag  found  oat  ta  sonte  way.  Meet  of 
tbeet  problems  cm  be  worked  Mt 
Cs  uugJi  htieet  aL>aue1e<gsaisat  ani  a 
freak,  start.  Tm  matt  taapartaat  thing. 
MMttwMmgetMtceoMMeoattans 
gok^agataMdtawarktage^wfth 
leal  facts  aoiftgu'  tt'^  ' 

LatkUg  MCt  MtftMBWWtOMTtd 

whyftMhMmmlaagtaitMuptMut 
Mtiniliaii,  What  aMamttarwas  that 
M  had  tM  courage  tt  face  Ms  prcllisi  i 
and  he  had  barnei  not  ta  carry  Ms 
hurdeea  nhma.  No^Mgw  would  he 
allow  hie  fean  Mi  pride  fmrn  kssptag 
Mm  frem  taking  charge  of  Mt  are- 
blemt-  ft  was  ma  lent  and  horde* 
leeeootolearntaiiarhtag  i 
Or  ¥0Pirmmummm#mtw*m*m*mtM 

WMIIMIMtMlMMNfMMMlClMWIi 
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i  Farmer 


The  courage  to  start  over 


perthtoar  num.  The  amwle.  "Caaatry." 


af  tto  forced  keahetl'aa  to  tod  pane 
threuah  two  year*  toaore.  Hli  eeery  vm 
a  latm  defforeet  ato  pfetobfy  aat  m 
r»  tot  auare  topeful  etoa  Mm 


tto  ee?*  of  etoml  ato  etoeelr.  tto  raft- 
ing igohmt  fcctt  to  eeuld  mc  rarem, 
atototreexJcraanengmetotretrrwg 
to  stave  «ff  tto  leevhlaate.  If  there  was 
•  strew,  any  itrtw.  to  amah*  greap  It 
only  it  ftot  ttot  k  wm  aseror/  a  straw 


Hi  recalled  to  X  i  k#|1i  to  make 
•mm  af  wtot  wm  topemakej  to  torn  tto 

to  family.  "Why  Mi  II  heaumar 
"Whose  fee*  was  kV  "Why  tosl 

Ood  MMYMtt"  "ArtOt  WO  good  •» 

pur  "fl-f-itHemve  ml" 
Mi  «m  ■  atoplt  satoake.  He.  fee  at 


totoV.  How.  with  tto  »/»  vfckM  of 
baaaatoX  to  could  om  tto  error  of  kit 
wey*. 

At  farot.  It  wm  easy  to  ktot  htoeeH 
or  la  blame  Gad  or  tto  toator  or  aolltt- 
dams  or  ewytody  Involved  la  tto  agrt> 
aearfcetmg  syeteau  Ha  family  ccadud- 
to.  "1  to  aot  eueerve  tato"  Ha  eerteeWy 
tod  tto  ekfile  ato  asotraatoa  at  succeed 
la  arming,  tot  tto  fhaaadal  eaowhell 
to  too*  otortod  rolling  dewa  tto  am 
could  aot  to  stopped  wto  herd  work  or 
wtth  mom  that,  la  totom  dado's 

He"!**  wm  ato  vtakj  af  ch> 
canasteeote.  af  forcaa  stock,  larger  ttoa 
to  er  Ua  aelgbtor*  or  ovot  tto  Free** 
dec*  tod  tto  power  ta  ooatreL  Ha  vetod 
ao  longer  rob  to)  ewe  iirf  mna  to 


weary  peydmlogy  af  tto  Tat  ato  bor~ 
to  wdfciavllymoaaaad.  There  wotom 
warning  voices.  Tto  toator.  readtoj 


toyoad  Ms  eoatraL 

Sara,  to  lmegb»sd  tto  whkemre  of  els 
frieede  ato  aeighbort  atoat  to)  "poor 
Buit*Mat.H  Ha  htoeah*  tod  toai 
party  to  audi  convaraatoaa.  rtobapo 
ttot  sapiens  lioo  waa  tto  moot  coaaot- 


tag  to  farmer*  «to  are  trying  to  avoid 
tto  tacit  tto  mom  way  to  woo. 


already  toon  weeded  ou>  and  now  tto 
farm  economy  arts  effecting  femilme 
that  oaa  would  aever  expect. 

The  atortaa  of  poroeveronoo  and 
tenectty  praaaatad  oaottor  kiad  af 
obstacle  ta  ovarooaaa.  Hit  ptebtoa 
waaat  peraeverenco  —  k  wee  doing  tto 
only  talag  to  could  do  to  atop  the 
hemorrhage  of  debt  aad  Interest.  Tto 
waa)  aad  comforting  coaaaaai  ato  a* 
ataattoat  af  tafth  for  times  of  traabta 
aad  deeper  vara  fhm,  tot  ttoy  dtda't 
solve  tha  pcobieea. 

Hehedmartetowtthleewoerme 
aad  faar  af  toadtottoi  la  admJttiag 
daf aat  Ht  tod  ta  boa  a-art  af  tto 
onfcaova  ato  draaat  saw  irauM  to  dad 
aot  «■*  M  draam  to  tato  tto  alaca  of 
tto  dMrtatod  draam  to  «aa  loatoj.  Ht 
ktokto  Utora  la  tto  taea  aad  aaauaoa- 
ad  a  aav  htoj  of  eoaraaa — tto  eoaraft 
to  men  forward.  Uatfl  to  mada  fril 
dadaloa.  Ida  oala.  ptiK  dtacoaraaa- 
aaant  and  holaUoa  waca  craaatoj  ato 


Ht  vaa  not  too  old  and  Urad  to  fUrt 
ovar.  Ht  atoppad  looking  for  fttraaat 
ato  jaatka.  atoppad  forttoj  aorry  for 
aimattt,  atoppad  totoj  trappad  totwaM 
blttar  ratoOloa  ato  toataa  raalfaatloa. 
ato  atappto  totng  a  whaaaa  aaaioat 
Cod*t  mjuatfca.  Ha  atopped  looUap; 
back  ward  aad  faced  tto  futara. 

Ht  recalled  saying  to  aJmaett.  "Mow 
ttot  thtt  toe  bapeaned.  what  am  I  gotoj 
ta  dA  about  K?w  Ha  prayed  for  etreagth 


aad  comfort  taetaad  of  a^racatoaa  bv  ■ 
tamntloa.  From  that  point  M,  tto 
yeetai  aayi  baoaaa  haa  patoat  ato  tto 
tomorrow*  Iota  faarfuL  Ha  put  oaa  feat 
la  front  of  tto  other  ato  picked  a?  Jto 
placet  ttot  ware  left  to  to  etched  up.; 

Tha  lam  sale  waa  traumatic  It  waa  , 
tto  having  hie  dream  aad  wort  of  a 
UfeUme4iemfRmtafhiin.htooia>d^ 
tot  btoraily  to  dtemimbired  aad  eeefr 
tared  ht  tto  fear  wtad*.  At  tord  aa  It 
waa.  however,  k  waa  not  at  hard  aa  tto 
eight  to  faced  tto  demoaa  whtoa 
hlmaeif  aad  pave  ap  hit  draam  veto) 
tarty  ato  Irrevocably. 

How  ttot  to  tot  toea  through  that,  to 
woadered  which  af  hit  aeJghto*!  eauU 
to  pjoaapj  through  what  to  wrat  Ihtwaah. 
Ha  had  eeea  n>ea  aad  UmiBee  crumble 
eederatreeejuetae  tto  mevto  tod  par- 
trayed.  Who  do  people  ta&  te  at  eh> 
camtteacat  Ilka  thateT  Ha 
reaawtorto  tow  atom  to  fak  ato  tow 
reluctant  to  waa  m  open  ap  atoat  hie 


TtopaapfowtohtotoMtnTaaa^atot  ■ 
peraoaal  tod  aad  nude  It  etatpty 
wereat  aroaad  to  talk  about  It  From  ? 
acrom  tto  atttea.  to  wanted  ta  atoat  aat 
to  hit  fhmaemfly  troubled  frmada  ato 
neighbor*.  There  ie  a  way.  Yea  can  da 
kl  There  are  aJtereeiivee.  Daat  to  ah 
hard  oa  youratlvaa.  You  tova  toea 
pood  farmer*.  Fled  what  alee  you  cm 
oe  good  at."         -*  *% 
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The  marshal  Is  hot  alone 


"cowboy  myth"  wtth  mor*  teaadty 
thai  tk*  livestock  trotsevrs 
tk*m*tlvee.  Dr.  Mu  Brwafc,  to  t  talk 
bofor*  to*  Uv**tock  kftrkattof  Co*. 
ar*mmleaAatoai*.*t»+akMdk*wtbe 
mytk  h  a  barrier  to  caaage  aad  kmove- 
Um  wttkm  tk*  Qrwttck  kataetry.  Ho 
MM  provocatively  tket.  "Xsajgad  to. 
«vidaaltom  ud  ladeaeadotot  ar*  sa» 
compatibto  wHk  tk*  «Mtr«  eaacept  of 
predmetog  tor  tka  market  la  ajaaatky. 
ajaeUty  or  •series*  H* fartkar  a*v*«d. 
"I  kaow  tl  m  Mottry  tket  m  kUteatiy 
toaor**  tk*  eoMuMr.  Few  pradaoar* 


U  Is  klgk  looft.  A>  mi  ffAk 
veytalttag  coeraee  fee**  deadly 
daager  from  outlaw  fort**  eeektog  to 
ovtrraa  tkt  commoaKy  k*  1*  eatrastod 
to  protect.  Tkoogk  auay  bettor*  ki  kJ* 
cm*,  bo  oat  1*  wtiltac  U  step  forward 
to  kelp.  ' 

Jtofytog  «B  044*.  tat  aotftery  tad 
taciturn  maa  arevallt  egalaet  alt  fete 
kavtaf  tkt  towtapocpfe  awwtreck 
wttfcaemlrattoaaadrsspict  tor  tat  feat 
tkty  aad  vttaeesed.  Tat  ataa  moves  oa. 

A  sua  aproots  kit  family  and  travel* 
away  to  a  primklv*  aad  dUtaat  froattor 
m  tserck  of  totaotadtaot  tad  0p- 
portwfcy.  Tkroegk  akttr  feret  of  wilt 
and  eeurmtoaUoa.  braviag  aakaowa 
and  devastatiag  kardsklpe,  kt  prevent 
to  Wave  t  teattog  ltgacy  for  alt  ekfldrea . 
a  nd  kla  ckildrea's  ekfldrea. 

A  maa  eerfes  ah  wife,  a  vleUm  of  tkt 
rvsk  reality  of  aa  anJOrgrrtag  aad 
fearsome  bUtterd.  Ht  alat  barms  kit 
fttOaat  deep  fcmfcto  of  aim  aad  at  tat  a* 
kls  pan  wtthoot  a  ttar.  It  k  aot  seemly 
or  raaly  to  give  lato  wttkaata  or  to 
abow  smottoa.  Ht  k  strong  taoagk  aot 
to  seek  or  attd  tkt  emotional  sepport  of 
friends.  Ht  k)  forlorn  bat  rttofett  la  kit 
•tntfgk  to  be  HUeafftcWnt  la  tkt  fte* 
of  a  ay  tad  aH  ad  vtnhy . 

Tkaa*  art  tkt  ssitalnleg  aad 
aoerishmg  mytkt  and  vela**  wt 


Amtrkaat  ckmiak  at  a  part  of  oar  to- 
dtrktoelfrtlc  aad  eaterpristog  kcrftege. 
Oat  p*rsoa  akmt.cta  ovrrcom*  a 
myriad  of  obatacltt  aad  parnktoas- 
(oret*  to  a  tula  kkr  or  ktr  kifktft 
dreamt  to  tlim  lead  of  opaertaaKy.  , 

However  Inspiring  aad  aatful  that* 
myth*  may  b*  forowr  aaUooal  fMycba, 
aafortaaattly  tkty  art  aot  dttcrlatjirt 
off  tk*  raaltty  by  wkkk  ear  arogaaitori 
aarmoimttd  tkotr  daaaUag  dkalttnaaa. 
It  waa.Uroaak'aolfkaor  Mala* 
atlfkaor.  MfiMWktmft.  mwtaat  aid  bt 
Um*  of;  attd.  atartat  of  KmJtad 
moarc**,  family  tca*tk«ram :  a»d 
t%kt  kalt  common W«  that  aarrtnl 
was  maortd.  Tkt  attdaf  ntvtr  ttood 
•km*.  tottrd*ttad*a<t  m  tk*  wait  of 
coopmatioa  and  kmnrioi  from  otk*r*k 
Juat  at  maeb.  if  aot  mart;  a  part  of  oar 
ktritart  at  tha  b»t*frity  aad  atrtmjtk  of ' 
tktkidlrldaaL'  ' 

Orrwtk.eowrt  a  malttodt  of  alat.. 
Dmirs  attd  Um**  wt  eta  afford  in* 
rasary  of  bmapwadoae*  aad  tvta  to 
mkjtakaaly  tattrUbt  tbt  aotkm  that 
profma  r**olU  from  Individual  la- 
W*tiy*  a  nd  offort  Bffatti  of  ttktri  wko 
lir*  poo*  btfor*  «nd  tk*  market  fort** 
ktyond  on*'t  eoetrol  )r visibly  coa* 
trlbot*  to  tk*  bold  aad  ttrfktof  Impact 
otattribuutootroffons. 

Pvrbapa,  no  on*  sab*crfb*t  to  tkt 


tattrtahmd  for  ttm*  practical  atftiea* 
ttoa.  For  soma,  aot  ttoa'a  i*rrmf  **> 
caetur  wttk  maki  aad  faJfer*  kj  aaamjh 
to  apar  rtapfraisal  of  tkt  probltsa  at 
thtrtopoatt. 

Notlafl  livmtsck  aroametrt  art  at 
kktabeaad  tkat  tkty  camaat  grow.  Tkt 
aha  km  aad  tk*  asottra  kavt  sack  a 
aaianlcarkmttyataatkowtk*aaak*t> 
a*a  that  tb*y  art  drawa  to  coaakfer 
rslatad  ftokki  aad  kow  tk*y  (attract 
wkk  tkt  rancklof  toorark*.  Oft**.  It 


It  la  tkt  kjtrrfaet  off  tktat  fwactwas  mat  ? 
**w  aad  kmovaUv*  Ida**  tmlap. 
Tkaa*  prtdacart  rtad  vid*ty  to 


nmk*.  Tkn  kmk  ***r  tk*  kmc*  Mao  . 
aad  art  aot  afraid  to  borrow  aa  idaa.  ; 
tkatwarka.  y 
lammtTfu  smaaJa  pat  tkimsilsss  ki 
aVtcaammayWkrto>^paapKatktajaa-VA> 
ttoaaaad  kattawalLTkaf  activolyam*  # 
lalsrmatloa  aad  wiUkajty  tkart  wkatf  '' 
ttwy  kawd.  itjMkjAaj  tebtrt  tamil^ 
wkk  ik*fcr  prakkMBSt  tkty  toart  aad  ^  ^ 


sa*var  of  wko  wUl  bay  tkmr  prstaet 
wkort,wk*aarbow.H 

Tk*  fatal  flaw  tor  soma  is  tkok*  mt*r- 
aal  attd  aorar  to  at  wroaa>  H,ls  to* 
tkraaUamf  to  thatr  satf  amum  to  aa- 
c*a<crtU<i*«*ra*wtoa*afromotftors, 
By  dsma.  tkty  katw  tka  **rkjfct"  way 
aad  tk*y  ara  ksadatt  mf  aad  atakkwra 
taoa*>toara*wtktmaWvaaito>t.ct*at 
ktfl  ar  klfk  watar.  Mm)  auaki  kaaatat 
ttlf*ta;flelaacy,  rigidity  at 
ftpktoaaaaaaa  pad  raawkaact  a*  traaV 
ttoa.'- 

'Smmthavt  a  artcewpatimi  wkk  *rdsr  * 
aad  'prsfwtoa.  aat  aamJttlag  davit* 
ttoa*  tktt  caoJd  toad  to  crtattva  lav 
prov*m*au  to  tk*  way  tktoay  aradoa*. 
F  or  atksrs,  a  ftfaetaact  to  "play** 
kawa*  ivaryta <  aa  task  artoato<  that 
wkjaatteal  ar  taxlaadtok  id***  ara 


la  tk***  sttoMtotma]  totm  axtt  "w.  tmt 


H*  r*o*smU*a  ****rt**atto*  la  mapcovo  "i 
aad  to  .akinfaUy  atatoK  tfpaaw-  Htw>  ; 
tockwoiogias  art  mcmpttttad;  wait 
ratramttosd;  aow  actirWat  art'kv;  % 
Itfattd  aad'  iasfflclaactat  art:  r 

-*•--*  *  .      _  * 


TH  atratw  wko  ataa  tk*;.to->-/ 
tortapaataoca  of  tkaagt  slaa  oast  feaat 
km  aaarfitt  oa  tk*  ttjaraal  feraastmt--  ■ 
aptratt  to  am  laaattij  aad  kmt  art ; 
wkk  »tk*rt  to  skapa  tka  savw  swmsat  to  y-t 


tore**  ara  karts*sii.)Tkt 
ptrtaa  kaawt  ka  atada  ttktra-aad>o 
laktwkm,  kt  makat  kiaiataf  waaW^to^ 

tfctm.        i  <»iiiw.r^'r4''i 

ftomm  lukin  "  mf£m!Sm^ 
a  rat  ad  klm,  fr»m  ka^wlaaT^fcto^! 
caotomsrt  cad  mafktw.  frtsa  r*tyfcai. 
aa  otktra  far  practical  ami  miimyjf 
aappsit  aad  from  kwfldtosi  ap  m*  *ao>  J» 
cost  ts*  otkr*a  araaad  kim.;lk*a.  m«s.v 
mytk  kat  aad  ka  aaofmkmas.  Tkt  fv- 
ftaHtytf  ,  itoacMr  waaamttf  swipto 
warktof  tspitksr.  Tkt  adds  ara  awakV.  * 
Vattor  wktt  tka  marakall  is  smt  aJaaa,'^  ^ 
~  «—  •wwmwtmwtorsimiwrsi  i  maw*ma*V  <k 

«M|*lSt»WltMWNMMCMrHfL 

•mm*mv»mmmm**rw*mm>  ,< 
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Dr.  Val 
Farmer 


Challenging  opportunities  for  growth 


1*  disguise.  It  It  through  struggle  end 
trial  that  some  of  greatest  growth  oc- 
cart. 

Stmt  spun  develop  «ctiL  It  Jars  us 
into  action.  We  bogie  to  search  lor  b> 
formation  and  unswrttandmg  abmc  tkt 
prohotai  and  to  —to  ■  rospoaoo  Untie 
aicstetrtty  different  tod  original  from 
our  usuaJ  way  of  responding.  Instead  of 


"Agriculture -to  general  la  in  a  tot  of 
trouble  to  this  country.**  tab)  Clayton 
Yewtter.  president  of  too  Chicago  Mer- 
cantile Exchange.  "And  I  don't  think 
K'e  bottomed  out . . .  it  My  bo  worn  12 
months  from  now." 

With  recent  nm  like  that,  how  can 
farmers  and  ranchers  continue  to  cope 
with  the  proipect  of  continued 
economic  stress?  I*  there  any  ray  of 
sunshine  behtod  the  cloud*? 

One  not  km  of  stmt  it  that  It  la  an 
event  that  challenges  oar  resources  and 


understanding  tad.*  carries  with  ft  a 
threat  to  our  well-being  Jf  we  do  not  res- 
pond appropriately,  tit  Chinese  hove 
caytured  tbla  concept  m  a  word  that  la 
cempabk  to  oor  wcew^crhuX**  The 
word  la  formed  by  combining  two, 
characters,  oae  meaning  daaferooa 
time"  and  the  tecond  meaning  "an  op- 
portunity/•  Literally  translated  It 
reads:  '  Crisis  It  an  opportunity  riding 
on  a  dangerous  wind.** 

That  is  a  powerful  insight.  Difficult 
and  trying  problems  are  opportunities 


of  tension  u  reduce  or  avoid,  we  can 
rtdtfina  these  ssperteaces  as 
'challenging  opportunities  for 


There  is  a  story,  possibly  apocryphal, 
of  an  American  general  who.  when  in- 
formed that  his  army  was  surrounded 
during  U*<  "Battle /of  the  Bulge." 
'responded.  "Good.  We've  got  them 
where  we  want  them.  We  can  attack  m 
any"  direction!" 

*  IftewJee,  many  of  our  growth  op- 
portunities corns  from  unturned  life  ex- 
periences, obstacles  and  problems 
placed  in  our  path  that  demand  our  at- 
tention and  concern.  Our  newspapers 


To  ruruee  success. 


and  literature  are  Riled  with  accounts 
.  of  the  triamoh  of  the  human  rpirtt  when 
adversity  aud  tragedy  forte  a  compell- 
ing change  £n  people's  Lives. 

Even  In  the  ashes  of  defeat  and 
failure,  we  learn  valuable  lesson*  If  us- 
ed property,  these  experiences  can 


To  iL  dkur-te,  we.  eve.  snr\<*t> 

by  tin.  piOdtf-  CP,       '  fc 


terve  as  stepping  stoueaJ|e  lift's  cb> 
cumst&nces  and  forces  we,  do  not  an- 
ticipate nor  necessarily  want  In  oar 
Uvea. 

There  is  another  side  to  the  stress 
story.  At  each  step  In  our  development, 
we  are  attracted  to  experiences  that 
are  Interesting  and  challenging  to  us. 
We  place  ourselves  in  situations  where 
we  have  to  oxtead  and  stretch* 
ourselves.  We  do  not  select  experiences 
that  we  think  are  too  boring  too  dif- 
ficult or  too  ensy. 

Worthwhile  goals,  complete  with  pro- 
blems and  obetacles.  alto  spur  our 
development.  To  achieve  a  goal,  not  on- 
ly do  we  need  to  deal  with  current 
challenges  and  obstacle*  but  to  suc- 
cessfully antic  ipate  future  ones  as  well. 


In  speaking  about  threaten  lag  world 
situations.  Henry  Kissinger  said.  "It  It 
a  paradox  of  the  contemporary  world 
thou  If  we  ' waft  until  the  dangers 
become  reeJttlet.  we  will  lose  >  the 
chance  to  do  anything  about  them." 
The  same  line  of  reasoning  can  be  ap- 
plied to  opportunities.  If  we  waft  until 
the  opportunities  become  realities,  we 
will  lose  the  chance  to  take  advantage 
oftbem. 

To  a: ways  have  challenging  op- 
portunities, we  have  to  Imagine  what  ft 
It  wt  want  to  become  and  then  step  by 
step  expose  ourselves  to  the  stressful 
sHuatloos  that  will  curry  us  there. 

Prtparatloo  pracedes  power. 
Preparation  meant  acting  with  faith, 
working  hard  and  sacrificing  the  com' 
fort  of  the  present  for  the  chance  to  ex- 
perience future  rewards.  The  miracle 
of  growth  is  as  we  approach  our  goals, 
they  are  transformed  into  new  ones  and 
the  process  of  preparing  and  meeting 


challenges  continues.  The  journey's 
eadwUlbetoftleraadgreeiertbnaour 
preconceived  destination. 

To  be  eeceeeetu!  In  meeting  both  the 
Invited  and  uninvited  opportunities  for 
growth,  we  need  an  accurate  apprscto- 
Hon  of  our  strengths  and  limitations. 
Han*  Serye,  the  pioneer  who  con* 
tributed  much  of  our  knowledge  about 
stress,  offered  a  one  sentence  summary 
of  bis  wort.  "Fight  for  your  highest  at-* 
tamable  elm  but  never  put  up 
resistance  la  vain."  *  >•  * 

Thai  tame  advice  alee  I*  found  in  the 
serenity  prayer.  **Ood  grant  r+  the 
serenity  to  accept  the  things  1  car** 
change,  the  *  courage  to  change  the 
things  I  can  and  the  wisdom  to  knew  the 
difference." 

Lift  certainly  can  be  exiting, 
challenging,  daunting,  threatening  and 
demanding.  For  farmers  and  ranchers 
and  for  people  general,  riding  on  a 
dangerous  wind  It  preferable  to  the 
stillness  of  boredom  and  stagnation. 
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*  Dr.  Val 
Farmer 


Dark  clouds  and  silver  linings 


Many  farmers  and  ranchers  art 
undergoing  stressful  financial  pro* 
blems.  For  naay.  the  horizon  k  ladon 
with  heavy,  menacing  clouds,  la  trying 
to  find  tneeaing  from  setbacks .  disap- 
pointments aad  tragedies  in  the  dork 
clouds  of  lift,  we  stntggk  to  gtlmpee 
tbt  lumlnoc*  edge  that  tells  us  tht  sun 
still  shine*  aad  that  thtre  will  be  a 
brlghterdey. 

Sometimes,  however,  there  is  no 
silver  Jiang.  The  loss  of  •  loved  one, 
failing  health  or  a  maiming  injury  are 
life's  greatest  tests,  Ufa  is  changed  and 

Its  different,  not  better.  Some  things  are 
to  be  endured  end  accepted.  No  matter 
whet  else  we  can  say  about  life,  it  goes 
on.  Some  clouds  will  always  be  dark. 
But  they  wont  always  be  in  direct  vi- 
sion aa  time  moves  them  to  a  different 
part  of  the  horizon. 

It  is  our  faith  in  the  goodness  of  life 
and  in  a  benevolent  ditty  that  tells  us 
that  the  sun  Is  still  there  when  there  is 
no  hint  that  the  storm  will  ever  cease. 
Hope  is  our  sustaining  human  gift  that 
helps  us  persevere  in  the  face  of  enor- 
mous difficulties.  To  emerge  victorious 
from  these  trying  ordeals  earns  the 
ultimate  accolade  Ma  triumph  of  the 
human  spirit" 

More  important  than  the  silver  lining 
Is  the  storm  Itself.  These  trying  ex- 
periences are  the  key  to  personal 
growth  we  can  get  ta  no  other  way. 
Once  these  uninvited  experiences  and 
challenges  coma  into  our  lives,  they 
push  and  stretch  us  into  measuring  up 
to  their  daunting  requirements. 

In  looking  beck,  what  are  some  of  the 
lessons  of  Ufa  that  farmers  and  ran- 
chers have  learned  from  the  storms 
they  have  weathered? 

Perspective.  The  Unwinds  of  fortune 
teach  hard  lessons  about  our  personal 
fallibility  and  vulnerability.  With  this 
understanding  about  ourselves,  we 


struggle  for  a  sweater  undemanding 
aad  perspective  about  life  and  what  k 
important!  life's  challenges  keep  us 
hambla  aad  appreciative  of  oar 
dependence  on  Ood  end  require  us  to 
exercise  faith  in  him.  Our  lives  and 
priorities  are  better  because  of  these 
chastening  and  enlightening  ex- 

Growth.  The  hailstorm  of  adversity 
can  be  a  spur  to  creativity  and  rrowth. 
When  things  aren't  going  right,  new 
answers  and  alternatives  are  thought 
abodt  and  tried,  A  study  on  successful 
farmers  and  ranchers  in  the  upper 
midwest  pointed  out  how  they  felt  that 
going  through  adversity  was  a  major 
factor  in  their  tster  success.  Their  key 
business  ideas  and  attitudes  were  form- 
ed and  polished  during  hard  times  and 
provided  the  foundation  upon  which 
kter  success  was  built 

With  tough  times,  mere  k  a  new 
business  environment  to  master.  A  suc- 
cessful response  to  these  changed  con- 
ditions Involves  an  awareness  of  what 
needs  to  be  done  to  minimize  problems 
or  to  capitalize  on  hidden  opportunities. 
Challenging  economic  conditions  test 
and  bring  out  the  best  in  management 
and  leadership  skUk. 

la  a  recent  column,  Erma  Borobeck 
related  how  she  attended  a  seminar 
from  many  professions.  As  the  leaders 
spoke  of  their  experiences,  the/  kept 
returning,  not  to  their  successes,  but  to 
their  failures.  They  had  learned  from 
them,  gotten  stronger  from  them,  and 
took  enormous  pride  la  them.  Losing, 
not  winning,  mads  them  whatever  they 
had  become.  Struggle,  failure  and 
mistakes  were  major  stepping  stones  In 
their  path  to  greater  accomplishments. 

Unity.  When  there  are  storms,  there 
k  work  to  be  done.  A  lot  of  it. 
Everybody's  bands  are  Important 
Management  transition  aad  delegation 


take  place  much  eezkr  during  tiroes  of 
stress.  Psrsots  snd  aduh  children  are 
forced  to  rely  on  owe  another  aad  kern 
sew  respect  for  one  another'*  abilities. 
Without  that  experience,  there  may  be 
aoubts  k  the  parents'  minds  about  their 
children's  ability  to  manage. 

When  the  family  >  shares  common 
geek  and  rheTleagss.  they  are  bound 
together  k  an  j  emotional  climate  of 
tlos so  i ss  and  entry.  Children  reared 
under  these  conditions  kern  to  under  s-  ■ 
tend  the  feelkgs  of  others  and  to  wort 
for  larger  joak  than  their,  own  wilf- 
kterest  Exposure  to  personal  pek  and 
struggk  teaches  cosnpaosioafrr  others 
whose  Uvea  ako  have  trouble.  ■ 

Going  through  adversity  together  snd 
relying  on  sack  other  for  support  and 
kspiration  are  among  the  sacred  ex* 
perienees  that  bind  and  deepen  the  love 
between  husband  and  wife.  They  learn 
to  know  aad  appredete  each  other  In- 
timately, from  the  heartaches  of  their 
sou!  to  the  grittinees  of  their  courage  — 
aad  much,  much  more. 

If  the  storms  of  life  teach  us  to  be 
humbk.  to  give  us  hope  and  courage,  to 
keep  us  learning  and  growing,  and  to 
cooperate  and  have  compassion  with 
each  other,  then  we  can  grudgingly  ad- 
ask  that  they  are  valuable  and  impor- 
tant There  keeilver  lining  after  ell. 

More  often  than  not  It  knot  Just  the 
lining  we  ought  to  be  thankful  for,  but 
the  whole  darn  cloud. 

Or  V*  FOTlwr  H  mrK*r  t»  Mt  rW  f**c*w*r* 
prteram  •*  tfw  Wttt  Rtvrr  MetM  Ht*Rft  twrtar  M 
o*v  t**  a  i»<i«otf  m  »w  «*u  of  nr* 
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The  art  of  not  craoking  up 


Utakted  la  baat  nerved  by  those  who 
limply  do  not  crock  op  wbM  on  expect 
them  to."  —Harry  Emerson  Foedfck 

"Carefully  cut  out  this  column  and 
put  It  to  your  'All  the  Reasons  Why  I 
Should  Crack  Up  but  I  Return'  fife. 
Deal  worry,  sooner  or  later,  you'll 
need  It.  That  Is  the  way  lite  H.  You  can 
quote  me  on  that."—  Vol  Farmer 

"Be  courageous! . , .  Be  as  brave  as 
your  fathers  before  you.  Here  faith  •  Go 
forward!"—  Thooua  Edison  to  his  last 
public  address 

"Tree  dignity  abides  with  Mm  alone 
who,  to  the  silent  hour  of  Inward 
thought. 

can  still  suspect,  and  still  revere 
himself, 

tt  lowliness  of  heart." 
—Wordsworth 

"Very  strange  la  this  quality  of 
hunan  nature  which  decrees  that 


unless  we  f  eel  a  future  before  us  we  do 

not  live  completely  to  the  present. 

(Human  nature)  always  must  look  for- 
ward." — Phillip  Brooks 

If  Yoa  Think  You  Can 

"If  you  think  you  art  beaten,  you  are; 

If  you  dare  not,  you  don't ; 

If  ynu  think  youll  loot,  you're  lost; 

For  out  to  the  world  you  find 

Success  begins  with  a  fellow's  will; 
I  And  it's  ail  to  a  state  of  mind, 
"  If  you  think  you  are  outclassed,  you 

are; 

You  gotta  think  Ugh  to  rise. 
You  gotta  be  sure  of  yourself  before 
You  can  win  the  prize. 
Life's  battles  don't  always  go. 
To  the  stronger  or  faster  man; 
But  soon  or  late  the  man  who  wins 
Is  the  man  who  thinks  he  can." 

—  Words  set  to  music  by  Donna 
.  Clanzer.  used  with  permission 

"The  result  of  any  man's  life  will  con- 


sist of  bis  character  multiplied  by  his 
circumstances."  —  Tennyson 

"WUtever  the  attoatioeeiid  however 
disheartening  tt  may  be.  It  is  a  great 
hour  when  s  man  ceases  adopting  It  as 
an  eacies  for  dasyondaaty  and  tackles 
himself  as  the  rani  problem,"  —Harry 
Emerson  Poadlck 

"Low  is  Hat  a  appear  to  yon  wtem 
you  art  making  other  plane."*— AJ. 
hUrsaell  ' 

"It  Is  no  use  aaytng  *We  art  doing  our 
boat.'  You  have  got  to  succeed  m  doing 

Churchill  n,r,Ml^y'  ^ 

"I  know  of  no  mora  *TPgk>g  fact 
thftn  the  oTttpisstionahio  ebtbty  of  mac 
to  elevate  Us  Ufa  by  a*  ccasdoos 
endeavor  ...  Wo  all  nuke  some 
mistakes;  we  all  sot- out  on;- some' 
detours  and  pursue  soma  wrong  roads; 
and  the  dogged  presumption  — ''ead 
somethnes  perhaps  more  foolish  pride 
than  presumption  —  that  once  having 
started  wrong  wo  have  to  follow 
through  to  om  of  the  reasons  why  peo- 
ple sometimes  Dad  themselves  In  deep 
and  dangerous  rats.  All  choices  of  bra 
should  be  looked  at  forthrightly;  sear- 
ching!?, sincerely."  — Thoreau 

"It  Is  necessary. so  hope  for  hope  at 
happiness,  "—Samoa/  Johnson 


"The  lesson  I  strive  to  learn,  the 
lesson  which  appears  so  easy,  but  is  so 
hard.  Is  to  remember  In  the  down  times 
that  they  will  not  last  and  the  up  times 
will  return." — Gamaliel  Bradford 

"Endure,  and  keep  yourselves  for 
dari  of  happiness  "  —  Virgil 

"It  all  men  ware  to  bring  their 
miseries  together  in  one  place,  most 
would  be  glad  to  take , , ,  home  again 
, .  .each  his  own."— Solon 

"If  I  were  dying,  my  last  words  would 
be*  have  fahh  and  pursue  the  unknown 
sod . , .  There  must  be  a  drift.  If  one  will 
go  prepared  and  have  patience,  which 
will  bring  one  out  to  daylight  and  a  wor- 
thy end  . . ,  one  Is  safe  to  trusting  to 
courage  and  to  time."  —  Justice  Oliver 
Wendell  Holmes 

MI  shall  find  a  way  or  make  one."  — 
Admiral  Peary 

"Believe  me,  every  man  has  his 
secret  sorrows,  which  the  world  knows 
not;  and  oftentimes  we  call  a  man  cold 
when  be  la  only  sad." — Longfellow 

"Life  is  thickly  sown  with  thorns  sod 
I  know  no  other  remedy  than  to  pass 
quickly  through  them.  The  longer  we 
dwell  on  our  misfortunes,  the  greater 
their  power  to  harm  us,''— Voltaire 

"No  one  could  endure  adversity,  if 


while  tt  continued.  It  kept  the  same 
violence  that  Its  first  Wows  had...  No 
state  is  so  Utter  that  a  calm  mind  can- 
not find  to  it  some  consolation ...  It  Is 
possible  to  soften  what  Is  hard ...  and 
burdens  will  press  less  heavily  upon 
those  who  bear  them  skillfully."  — 
Seneca 

"None  knows  the  weight  of  another's 
burden.  You  aiay  search  all  the  ages  for 
a  person  who  has  no  problems.  You 
may  look  through  the  streets  of  Heaven, 
asking  each  one  how  he  came  there, 
and  you  will  look  to  vain  everywhere  for 


a  man  morally  and  spiritaatly  strong, 
whose  strength  did  not  coma  from 
struggle.  Do  not  suppose  that  there  la 
any  man  who  has  never  wrestled  with 
hir  own  success  and  hippiaess  Thereto 
no  exception  anywhere.  Every  true 
strength  It  gained  In  rtruggle."  — 
George  Herbert 

"On  down  day*,  I  like  to  read  a 
special  We  with  a  lot  of  hopeful 
thoughts  hi  It  The  trouble  Is,  I  dont 
know  whore  t pat*."—  Val  farmer 
or  vwnsHBSF  a  evscsw  at  m i  rww  wsmomni 
tuMMory  mm  •  nmtww  «  — 
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Doing  best  things  in  worst  times 


The  headlines  (Cream.  "Economists 
predict  hard  timet  on  farm  for  six 
years."  Daily  we  are  lnnundated  with 
stories  about  America's  farmers  facing 
•  harvest  of  despair.  In  light  of  the  con* 
sum  bamge  of  dire  news,  just  what 
•re  farmers  and  ranchers  supposed  to 
think  and  feel?  How  can  they  maintain 
hope  under  such  circumstances' 

Consider  this  editorial  "The  world  is 
too  big  for  us.  Too  much  going  on.  too 
many  crimes,  too  much  violence  and 
excitement  Try  as  you  will  you  get 
behind  in  the  race.  In  spite  of  yourself. 
It's  an  incessant  strain,  to  keep  pace 
.  .  and  still,  you  lose  ground.  Science 
empties  iu  discoveries  on  you  so  fast 
that  you  stagger  beneath  them  In 
hopeless  be*  il  derment .  E veryth  ing 
is  high  pressure.  Human  nature  can't 
endure  mueh  more'" 

This  editorial  appeared  on  June  1$. 
1633.  in  the  Atlantic  Journal  It  seems 
that  every  age  has  its  own  unique  set  of 


challenges  and  opportunities.  What 
would  lift  be  without  problems?  For 
Charles  Dickens.  1775  was  the  best  of 
times  and  the  worst  of  times.  Another 
person  described  life  this  way;  "Life  is 
just  one  damn  thing  after  another." 

If  we  didn't  have  problems,  it  pro- 
bably would  be  necessary  to  Invent 
some.  A  reporter  studying  the  Ihes  of 
the  Forbes  Four  Hundred,  the  annual 
list  of  the  400  richest  people  In  the 
United  States,  commented  that  he  ad- 
mired those  who  remain  productive 
alter  they  obtain  their  wealth,  'To 
many  of  these  people,  wealth  is  secon- 
dary. They  have  a  product,  a  dream." 

Most  of  us  do  not  have  the  luxury  of 
choosing  our  struggles.  They  are  im- 
posed. Through  our  creativity,  we  can 
attempt  to  engineer  the  circumstances 
that  impinge  upon  us  and  try  to  fulfill 
our  dreams  in  spite  of  the  obstacles  In 
that  struggle,  and  because  of  the  strug- 
gle. »c  grow  greater  The  harder  the 


struggle,  the  greater  the  growth. 

Through  our  attitude,  wt  ens 
engineer  our  responses  to  Ufa's  slings 
and  arrows.  Author  Ardts  Whitman 
comments,  "In  our  minds  all  events 
happen,  all  joys  live,  all  sorrows  fmd  a 
philosophy  that  tempers  then.  Here  Is 
a  citadel  that  cannot  be  taken,  a  region 
of  peace  where  a  storm  cannot  enter 
unless  we  welcome  It." 

As  human  beings,  we  have  marvelous 
inner  resources  at  our  disposal  In  deal- 
ing with  the  cards  life  deals  m.  we  take 
action  to  change  things  or  alter  our  at- 
titude to  accept  them.  In  the  movie 
"Starman."  there  Is  a  line  spoken  by 
the  alien.  "What  I  like  about  you 
humans  is  that  wi*n  things  are  at  their 
worst.  you  are  at  your  best." 

In  Ulcssur,  England,  an  inscription 
on  the  outside  wall  of  an  old  church 
reads:  "In  the  year  1431  when  all  things 
were,  throughout  this  nation,  either 
demolished  or  profaned.  Sir  Robert 
Shirley,  Baronet,  founded  and  built  this 
church.  He  it  it  whose  singular  praise  it 
it  to  have  done  the  best  things  In  the 
worst  times,  and  to  have  hoped  them  in 
the  most  calamitous  " 

For  farmers  and  ranchers,  for  all  of 
us,  the  challenge  is  to  keep  noping  ard 
doing  our  best  to  make  the  worst  of 
times  into  the  best  of  times.  They  are. 
after  all,  our  times ...  our  enly  timet, 
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Farm  stress 

Whet  ate  farmers  end  ranchers  op 
sgebst?  At  •  psychologist  concerned 
with  tht  problems  of  rural  femllles, 
I've  bttn  trying  to  understand  tot 
ocooom  te  WON  Uwy  (ttt . 

At  the  rtok  of  oversimplification  or 
being  nahre.  let  sat  share  some  ideas 
•bout  tht  dilemmas  It  modern 
agriculture.  Neediest  to  toy,  writing  a 
cotomn  on  tod  a  politically  and  emo- 
tionally eeueltlve  topic  Is  an  invitation 
to  bt  educated,  t  welcome  any,  com* 
nrnts  and  feedback. 

With  tht  world  population  Increasing 
aad  as  standards  of  living  Improve, 
thtrt  la  increased  dtmaad  tor  food  pro- 
ducts. Tht  consumer,  howmr.  to  to  tht 
driver's  aoat  as  to  tht  prtet  ht  pay*.  A 
particular  fgod  product  hat  to  compttt 
In  price  with  a  myriad  of  pthtr  food  pro- 
ducts. If  the  price  of  a  food  product  to 
too  Ugh,  tht  consumer  bee  a  lot  of  op- 
tions. Typically,  too.  during  tight 
economic  ccndJUow.  tht  roueumer  baa 
to  were  lee  than  opt  loot  t>  compensate' 
for  ruing  and  e*a  voidable  fltad  coots. 

Aaothtr  roaaoa  why  prices  art  dlf* 
flcuh  to  ttt  to  that  market  (hart  to 


divided  up  among  to  many  Independent 
opart  tor*.  It  to  hard  to  goarlht  amount 
of  production  to  demand.  Agriculture  to 
tht  frtrtt  tnd  most  competitive  seg- 
ment of  our  economy^ 

Tht  compttHlvt  strategy  adopted  by 
most  farmers  to  to  orient  their  opera* 
tkons  towards  large  scale  and  efficient 
production.  Thty  use  tht  latest 
technology  to  cyt  costi  sod  merest*  ef- 
ficiency. Aggressive  Innovative 
meaagcrs  use  technologies!  advances 
to  give  themselves  a  competitive  edge. 

What  to  the  conteUvt  result  of  this  ef. 
fkleoey  and  hard  work?  Overproduc- 
tion. Overproduction,  tht  creation  of 
supplies  to  excess  of  market  demand, 
drives  down  tht  price.  Individually.  tW 
farmer  uses  technology  to  hit* ad- 
vantage. As  a  group  K  moans  fewer 
operators  can  meet  market  demand. 

fnstead  of  producing  more  through 
technology,  why  tout  farmers  get 
together  to  limit  the  amount  of  produc- 
tion? Some  try.  .Mot  all  agree.  National' 
farm  potky  plays  a  role  In  adjusting 
supplies  by  offering  incentives  to  limit 
production 


Efforts  to  raise  a  com  medlty  price  by 
limiting  production  works  beet.,  whet 
the  merim  to  primarily  e  domestic  one. 
When  the  market  to  international,  as  In 
the  cast  of  American  farmers,  limiting 
production  to  an  open  invitation  to  other 
producing  countries  to  increase  produc- 
tion and  compete  for  market  share  with 
"Slower  priced  product.  * 

Why  dent  tht  . producing  countries 
got  together  to  Urn  It  supplies?  National 
goals  differ.  Some  countries;  the  UJ. 
Included,  want  to  tapes*  markets  for 
their  products,  not  freest  them.  Other 
countries  srt  trying  to  develop  an  In- 
dependent food  supply  for  poUtScaJ 
reasons.  They  create  barriers  to  Im- 
ports and  sebeidUe  toes!  agriculture. 

What  is  the  answer?  Turn  our  back  on 
technology?  Not  likely.  Control  produc- 
tion? A  two-edged-  sword.  Export 
market?  Politics.  Fewer  farmers?  TsU 
the?  to  a  farmer.  ]. ' 

'  Farmers  love  their  work.,  family 
oriental  lifestyle,  astare;  In- 
dependence,  com  m  unities  and  the  tamf. 
They  ha  ve  c  tradition  of  being  rooted  to 
the  land  and  have  tht  skills  to  product 
Quality  products. 

Agriculture  to  not  aa  Industry  that 
will  shrink  without  pain.  Considerable 
puin.  The  small  farmer  will  have  a 
mere  difficult  time.  Entry  Into 
ucrVulture  for  young  farm  em  will 


become  mom  difficult.  A  farmer  tOdwl 
ed  with  debt  and  high  interest  rales 
loses  his  seofit*sj^l**«^  he  se^ 
IttoabigholeTocrawloutef.  ' 

Michael  Boehlje,  en  Iowa  State  ee* 
sloa  economist,  feels  that  a  third  ef  sue 
farmers  are  la  a  precarious  pessth 
He  predicts  that  during  the  root  el  this 
decode,  there  will  be  a  growing  dtopwft- 
ty  between  the  "haves"  and  tht.Hmvt 
nouMm  agriculture. 

It  to  not  a  case  of  poor  manngox 
Sure  there  are  tome  poor  mewagert,* 
but,  by  and  targe.  tbeone-UIrd  who  an' 
In  precarious  positions  are  manege 
their  hearts  out  for  paper  thin  profit 
margtoe.  \  « 

Farm  stress?  It  to  as  real  ae  the 
displacement  of  people  la  the  Induatrtol 
midwest  end  eest.  Only  the  transitions 
ere  herder.  It  to  a  way  ef  We  b-riug 
fought  tor.  not  just  en  occupation? 
'The  struggle  doesn't  only  show  tap  hj  , 
the  foreclosure  notices  and  the^slun 
tary  liquidatlona.  It  shows  ip  ha  ttotV 
cash  flow  problems  and  shrinking  eemV 
ty.  the  lose  of  hopes  and  dreams;  sn  the  * 
frantic  effort  to  hefcg  la  there  tnd  wei 
for  that  greet  tomorrow  tg  arrive, 

f  admire  their  tewacHy. 

or  M9im**0m*nitiv#imm*m. 
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atfiet,  eonattjuug  e^veraiuent  aad  most 
town     bathe  to  hnplttsant.  would 
bo  as?*  wry  am?  et  the  oast  of  dbtoc- 
'  tins  Ut  aatteaa!  aad  world 

Tecaaotogy  and  srnasralc's  km  a 
powerful  effect  en  i 


Economics  and  the  rural  way  of  life: 


Whet  wm  agrfcakere  tank  *e  hi  At 
jwer  MM  baaed  oa  currant  tread*? 
Hart  it  a  acaearlo  that  a  la  0m  prooett 

ofunloedlng. 

1 .  Larft  family  owned  fanat  tad  ran- 
ches wUl  ba  epartttd  with  ttatt  of  tat 
art  financial,  technological  and 
inaeegeinent  tocheiajuee.  Marketing 
will  be  the  key  buetoes*  atrategy  that 
brings  stability  to  tbt  enterprise*. 

2.  A  large  percentage  of  tht  farms 
and  ranche*  willbt  operated  by  people 
who  dont  own  lead.  Agriculture  wtn 
teak  outside  taveitort  to  http  finance 
tht  high  coats  of  capitalisation  aad 
tachaolofkaJ  teaonUon. 

1  Medium  sited  family  operation* 
will  bt  forced  to  expend  or  latanatfy 
(difficult  to  flaaact  with  today's  to- 
tem* ratee)  tr  reduce  the  scope  of 
their  operation*.  Tht  emaller  opera* 
ttons  will  be  sastslned  by  off -farm 
employment  by  either  the  hasbaad  or 
wife  or  both.  Snelleroperatioos  that  do 
not  have  neews  to  off -farm  incomt  will 
be  under  baa  vy  financial  etrats. 

4.  Families  with  strong  ethnic  farm* 
tag  traditions  (usually  Germanic  — 
Dutch.  Austrian,  Swiss,  Oermaa)  will 
resist  these  trends  and  remain  a  viable 
lores  b)  agriculture  through  center* 
vetlvt  and  labor  Intensive  strategies. 

5.  Farms  with  mainline  cash  grain 
crops  or  ttveetock  will  be  hardest  hit 
while  specialty  crops  with  stable 
markets  will  not  come  under  at  much 
pressure. 

Tbses  changes  have  been  happening 
for  at  teett  »  years.  The  depressed 
farm  economy  of  tht  past  four  years 
has  accelerated  tht  process.  Farmers 
and  ranchers,  like  their  parent*  before 
them,  have  considerable  experience  hi 
adjusting  and  copiag  to.  change  aad 
adversity.  The  specific  challenge!  may 
be  new  but  the  herbage  and  character  t 
for  dealing  with  then  are  not 


these  trenda? 

1.  Families  In  agriculture  will  be 
overloaded  with  major  retponsJbilitiee 
to  mistering  complex  technological. 


sag  their  ftsalHaa  and 
The  etrela  an  rural  famJUet  will  retail 
M  a  raductha  at*  roral  cescmanitv  hv 
vorvetseat.  There  wffl  be  naaaiderthry 
fewer  people  to  entry  the  burden  of 
oceaaiuafty  aetlvMet  ami  Jus  ajuemy 
wUl  deteriorate. 

2.  Off-farm  samwjmim  wffl  drew 
men  and  womea  away  fromhuetty  aad 
mmmanUy  duties.  This  wtn  pose  aom* 
tional  caaiieagee  lor  parenting,  mar* 
rtagea  aad  mssaglag  hoaaahal  1 1  tapoa 
efbtliee. 

1  The  precept  ken  and  ttthudot  of 
tht  beggar  opaiaton  wffl  aapcoalmtts 
the  batiatas  ertoateiloa  of  arbaa 
buetneet  oweere.  The  cohesion  and 
cooperatioa  between  aeighbert  will 
break  down  at  each  tank  kscomss  hv 
ereesiagfr  sslf  oantalatd  and  co  asp  1st, 
To  aurvtve,  rlssslr  rurti  values  will  be 
revered  but  shelved  as  the  economics 
channels  behavior  towards  an  urban 
WeetyK 

The  families  from  smaller  units  sup- 
plemented by  off-farm  Income,  hi  addt- 
Hon  to  thaw  problem*  of  managing  ti  me 
and  energy,  will  be  lacreeeingr* 
tittle  liftd.  to  friendships  aad  aoclel 
behavior  through  their  workplace. 
Farm  and  town  win  be  Integrated  at 
oat  commwOty  and  agricultural  com* 
manh^wmknwthetodiatlactlvaaaai 

t  The  strum  en  farm  fajeffle*  win  ac- 
celerate as  theat  tread*  coetmue.  Peo- 
ple wm  ba  farced  out  af  farming.  Many 
wffl  act  be  prepared,  wkh  viable 
economic  skills.  Moat  do  aot  want  to 
ghra  up  a  chat  lehed  rural  Hfestyk.  Tht 
edjuetment  of  family  dreamt  and  goals 
la  •  agriculture  wiU  coma  hard  far 
parents  aad  chJMrea  wha  art  socialised 
to  agriculture  at  a  way  of  ttf*. 

t*  Land  wQl  be  aeisuoed  a*  business 
types  teak  to  asarhnttt  abort  tana 
ratuma  oa  hneetmtat  and  dtaparata 
farmers  teak  to  produce  their  way  out 
of  their  financial  probtemt. 

Do  we  welcome  theet  changes?  Pro- 
bably not  Maaatva  controls  and  aub- 


l  Tht  tenet  of  ra 
ooh  isloa  and  ■  i  Ighfc  1 1  lis  1 1 1  wffl  suffer 
sjntett  there  M  a  Mtwtaanj  aftfcalatkm 
af  rural  vahsat  bath  M  the  heme  aad  kt 


Abate  and  reUgtous  < 
tranemk  vahsat  from  oar  generation  to 
theaaataad  ratabi  att  through  tymbott 
and  rkaalt  thtlr  ahartrl  uadu  euadiieji 
about  am.  Chenghag  eeonemte^coadi- 
"tioue  altar  aome  of  the  behavior  while 
the  cere  vahsat  ere  retained.  Rural 
coeMnonltle*  oeed  to  he  Just  at  active  In 
rwtahung  their  dtstlnetrvsatis  through 
an  empanels  on  Watery,  literature. 
cuetcms  and  aacMI  value*,  ft  wffl  aot 
happen  without  gt  eat  affutu 
.  Tht  auulsrimsat  of  farmers  from 
the  lead  and  the  dilution  of  a  rural  way 
of  Ufa  wffl  continue.  Tht  hue  and  cry 
wffl  capture  the  headUaos  while  the 
peie  and  lost  wffl  be  endured  privately. 

The  dwplecemant  and  dilution  will 
not  be  total,  however.  Adjustment*  will 
ba  made  and  the  rural  way  of  lift  will 
continue  though  ta  a  different  guise 
then  wa  presently  know  ft.  For  a 
mocey-bHbe-beok  prediction,  you  can 
count  oa  the  Germanic  farmers  to  still 
be  out  there. 
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Succeeding  in  tough  times 


Farmers  and  rancher*  who  axe  pot 
showing  profit*  for  the  labor*  of  their 
heart!  and  hands  are  under  a  lot  of 
streu.  Managing  •  business  that  li 
declining  affect*  dramatically  a  per- 
son'* tease  of  weighting  and  worth. 

Outside  of  the  poll  ileal  arena,  what 
can  the  individual  farm  or  ranch  family 
do  to  make  thoir  enterprise  profitable? 

Active  maaajtweat.  The  successful 
farmer  has  to  become  Increasingly 
adept  at  plugging  la  to  our  informal  ion- 
bawd  society  for  Idea*  and  innovation* 
Science  and  technology  continue  to  pro- 
vide ways  of  increasing  productive  effi- 
ciency. 

Today's  economy  places  a  premium 
on  education,  networking  with  p*rs 
and  using,  experts  to  supplement 
management  input*.  Firmer*  who  are 
looking  for  an  edge  can  find  it  with  an 
agg'ttiivt  stance  of  reaching  out  and 
learning'  from  other*. 

Money  management.  The  present 
economic  climate  of  high  interest  rate*, 
high  operating  coits  and  low  prices 
call*  fir  a  financially  conservative  ap- 
proach to  money  management.  An 
operation  with  a  high  debt  structure 
quickly  cut*  Into  profit  msrgin* 

Financial  strategies  must  include  a 


realistic  appraisal  of  cash  flow,  cost 
cutting  and  holding  back  on  major  pur- 
chases, loth  the  family  and  the  eater* 
prise  h2ve  to  live  and  operate  within 
their  means.  It  H  a  time  for  "usteg  h 
up.  wearing  it  out.  making  do  or  doing 
without." 

Marketing.  One  of  the  biggest 
changes  farmers  need  to  make  1a  shif- 
ting their  management  from  a 
production-oriented  strategy  to  a 
market-oriented  one.  Producing  is 
rarely  the  problem.  Making  money 
with  what  to  produced  to. 

Farmers  can  work  together  for  pro- 
duct promotion  and  the  development  of 
new  markets.  Oa  an  individual  basis, 
some  may  choose  to  redevelop  their 
operation  to  produce  a  speciality  crop 
that  fits  an  open  alebe  la  the 
marketplace. 

Most  Importantly,  farmers  need  to  hit 
the  marketplace  In  the  moat  timely 
fashion  to  maximize  their  profits.  Arm- 
ed with  information  about  coat  of  pro- 
duction, market  trends,  and  having 
adequate  storage  capacity,  farmers  use 
future*  contract*,  forward  contracting, 
direct  marketing  and  government  pro- 
gram* to  loch  la  prices  that  guaranteea 
profit. 


Cooperation.  Farmers  can  also  nee 
the  farm  cooperative  as  a  moans  of 
combining  the  peoshjetton  of  smaller 
farms  into  large  scale  units  with  the 
ability  to 'command  leverage  la  the 
market  place.  Cooperatives  can  also 
lower  purchasing  costs  for  members. 

Families  and  aeighbort  who  know 
how  "to  work  together  to  share 
resources,  talent  Ideas  and  labor  ne> 
each  other  cot  coats  and  increase  effi- 
ciency. Families  with  a  history  of  bv 
tergeneratlowal  cooperation  develop 
the  leadership  and  resource  bate  to  sur- 
vive tough  times. 

Independence  can  be  »kwj  during 
tough  economic  times,  ft  takoe  special 
"social  skills  and  a  commitment  to 
mutual  goals  to  work  as  a  team  and  to 
maximise*  the  human  and  physical 
resources  available.  ~  , 

Attitude.  Meeting  the  challenges  of 
tough  economic  times  helps  people  Im- 
prove and  grow.  Adversity  has  a  way  of 
honing  management  skills  and  testing 
creativity  and  motivation.'  The  things 
learned  during  tough  .times  are  often 
the  springboard  for  many  later  suc- 
cesses. 

Farming  to  an  adventure  that  has  to 
lead  somewhere;  a  somewhere  that  can 
be  believed  In.  hoped  for  and  counted 
on.  There  is  a  way  to  succeed.  In  farm* 
lag  and  ranching,  h  means  doing  a  lot  of 
things  extremely  well. 

(D»  V«  t—m+t  «  «*«ci*r  *  *•  rw«  trtum* 
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Technology  disrupts  rural  values 


Xtrti  lif»  b  cttobrated  tor  lu 
hospitable  ptopl*.  eeighber*  that  cere, 
tobor  txehenf**,  |>erUctoeUo«  to  cms* 
muttty  tctlvttto*  end  family  lift.  The 
boods  *«.t  tit  ml  people  together  art 
toterwoven  with  the  strands  of  church, 
community  *nd  family  vita*. 

TW»  tr*  force*,  bovmr,  that  pee* 
•  threat  to  thb  dlsltoctJir*  nrtl 
Utostyl*  and  a*  ntrtu)  toterdcpenden- 
cy. 

HbiortceUy,  the  eetomebtto  end  tat 
tetfpbott  have  ployed  a  role  to  chang- 
ing rural  commuahtoc  and  rtrtl  social 
ptttere*.  Thttt  tockaoloflctt  advaactt 
ftcttltotod  community  coatncto,  bat 
tUo  provided  at  avenue  Ice  niraJ  pat- 
pit  to  accttt  mora  dirt  tat  reeocre**. 
As  t  ratal*.,  tht  *melt  towat  atvt 
groeod  to  larger  trada  ctattrt  for  com- 
munity aad  btttlattt  activity. 

Today  thert  art  atw  and  mort 
modem  technological  and  economic 
dmlopmtnto  that  pott  trta  greater 
threat*  to  rural  social  pattern*. 
TttorWoa 

The  most  tosldtous  of  thee*  b  tekv(- 
•too.  Tttovbioa  offer*  t  compelling 
form  of  pattivt  tattrtotoment  to  tht 


boat  at  •demand.  Tht  attd  for 
atiftborto  toctol  *UKs  b  not  at  greet 
when  tbtrt  to  aa  electronic  gattt 
evtHebto  tt  our  ftoftrtipc.  Erte  tf 
ttltrtotoa  programs  w*re  *  wrtotlvt, 
they  ttfll  bavt  t  harmful  effort  They 
replace  family  aad  nelgbborlyftec* 
Uvfcto*  that  stupe  tht  vetoes  aad  co- 
rn tot  '.be  bonds  between  ptoplt. 

Tht  programming  Itself,  by  tad 
large,  raftoct*  t  pteoccaptUoa  with  the 
modern  urbu*  scent  at  t  settlag  for 
drama  and  comedy  based  on  doWoat 
utota.  Erte  fee  advertising  to  seduc* 
Urrty  packaged  to  uptctto  urban  trtpp*  - 
togs.  On*  wotdert  bow  farm  chfloVeu 
rutct  to  tfab  constant  *rpo*ur*  of  urbea 
symbols  of  stttvs  aad  r  >cc*e*. 

The  tews  profit  mm  tog  alto  orients 
rural  peopto  to  national  and  Interna* 
Uontl  Issue*  tnd  concerns,  perbtpt  tt 
tht  txpen**  of  decreasing  taterest  to 


regions'  tcj  toe*!  Istaoa.  iltrtball 
MeUhu'i  vtotoa  of  tt  etettroale 
global  vUtsge  becomes  snore  real  at 
rural  ntoet  art  cbaUeagtd  by  pertpec- 
Uvte  of  *  somogsaue*  mutt  culture. 
Off -farm  smptoymont 
Wkhthticossmteprttnu^onftaato* 
la  tgrlcultare.'c?f-fam  tacomt  I*  seen 
at  t  tecttsary  step  la  raatotatotog  t 
vltbto  rartl  Uftotyl*. 

The  met  tnd  women  wbo  opt  oat  of 
ntcestlty  for  off-term  em  pity  m  sat, 
along  with  those  woman  vbo  tucer  the 
work  fore*  for  retsott  of  fulfillment, 
are  at  longer  tveOtbtote  serve  the 
community,  vtott  whh  neighbors  and 
•xchtuf*  labor  to  tb«  •stent  they  vera 
formerly  accaotomtd.  They  bar*  their 
aandtfuO. 


Economic  osudlflis*  It  tgrjeetare 
continue  is  redact  tht  tenbor  *i  farm* 
and  tomtit  is  ratal  cemmtnJttot^ 
Aft  to.  there  are  fewer  band*  to  carry 
the  community  tend. 
"  The  growing  economic  dtoaaillj 
among  farmrrt  them**)  re*  alto  break* 
down  Hltornt  of  sri;hborfy  Interne* 
ttom.  Tht  operator  farming  en  a  large 
actio  ha*  different  concern*,  needs  tnd 
mine*  the*  the  small  operator.  Tbty  do 


uot  atvt  that  much  a  common,  R  n 
bard  to  work  out  x  sly  mctorocel  «*> 
chant**.  The  Itrgt  scale  operstot 
solve*  hi*  needs  for  help  la  other  way* 
theatanria*  to  hto  neighbor.  £ 
Large  oeato  operator*  spsrato  more 
tfftctontty  when  tbty  ate  tbeir  parctat. 
tog  power  la  fun  tdvtauge*  In  tansy 


aad  pabsto  cerpoi  ittons  to  tgrlf  uktat*. 
Tt*ws*ctoi  asbestoses  atajjftsjtoaj 
to  the  local  community  do  net  t  imp  us 
to  ftmlto  trtontod  spsrsttoW,  1 
Tatoat  top*  atari  s 

There  it  trimsutisi  vitality  to  rarel 
commualtlea.  Kurt  I  ftmUto*.  art 
boto1ngontotltotor*iae«Mtheytda*^ 


tbey  need  to  at  aware  of  the  new 
cbtlWage*  and  to  finttoae  to  cbtrtob 
the  tradntoa  of  ctrtog  for  ontnnt«btrr 
Itl*,totactame««tjefertJefa*.. 


(Or.  v*  rtnmr  amartir  «r  tfnnimn* 
ma»t  prttrtm  rt  »V  UUW  *>*r  Bmm  MtM 
c**v  *•       c*n*4t  *  torn*  ******* 

rr-J~i"iTtir~~  i  n  ~j  nmiUQil 
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Or.  Val 
Farmer 

A  rural 
renaissance 

Population  expert*  have  noted  a 
reverse  migration  from  urb*«  to  rural 
settings.  This  back-to- the-land  novo* 
meet  doeta't  have  much  to  do  with 
•Iriculturt  and  ■  lot  to  do  whh  choosing 
i  rewarding  lifestyle.  Now,  within  the 
contest  of  the  10s.  '.here  appear*  to  be  a 
parallel  shift  of  political,  social  and 
religious  teotlment  towards  the 
heartland  value*  of  our  rural  com- 
munttle*.  More  emphasis  to  our  society 
h  being  placed  oa  the  Importance  of 
home  and  the  family,  religion,  and  com- 
munity belonglngness 

It  Is  not  colocfdertal  that  thU  treme 
It  portrayed  to  three  major  motion  pk- 
tmt  releases  this  fall,  "The  Xher." 
"Country."  and  "Place*  of  the  Heart." 
Presu  m  ably,  these  movies  will  m  ake  as 
ytarn  even  further  for  our  rural  roots 
and  affirm  forgotten  sensibilities. 

To  reaffirm  traditional  values  la 
good:  to  actually  make  a  living  In  rural 
agricultural  communities  Is  difficult. 
The  people  who  have  stayed  because  of 
family  and  lifestyle  reasons  make 
substantia!  trade-offs  to  terms  of  In* 
com i  and  career  opportunities. 

Agriculture  is  a  technology-Intensive 
Industry.  The  Individual  farmer  tries  to 
use  technological  Innovate  to  in* 
crease  his  volume  of  prodt  .tlon  to  off* 
set  rising  costs  and  falling  prices.  Col* 
'actively,  the  higher  yields  depress 
price*  even  further.  Again,  the  to* 
dividual  farmer  looks  to  technology  to 
stay  competitive.  It  Is  a  costly  and  risky 
process.  The  result  la  a  continued  push 
towards  larger  and  larger  scale 
agriculture  to  Increase  efficiency  and 
productivity. 

The  Inexorable  trend  towards  fewer 
farms  and  larger  farming  operations 
depletes  rural  communities  of  their 
economic  base  of  local  suppliers  and 
service  provider*.  Transportation  and 
communication  advances  make  the 
local  businesses  vulnerable  to  being 
bypassed  by  farmer/businessmen  look* 
tog  for  the  best  business  deal  available. 


The  toes  of  farmers  and  local 
baetoeeeee  leaves  the  rural  community 
with  a  disproportionate  number  of 
elderly  and  children  and  a  shrinking 
number  of  workers,  professionals  and 
business  owners  to  bear  the  tax  burden. 
Without  a  population  bar*.  Important 
community  Institutions  are  bard  press* 
ed  to  sustain  and  Justify  themselves. 
Schools  close,  rural  churches  suffer, 
meager  services  shrink,  community 
programs  die.  main  streets  disappears, 
and  the  humun  spirit  droops. 

More  people  leave  The  cycle  ac« 
celerates  Add  to  a  depressed  farm 
economy  with  farmers  and  ranchers 
making  conservative  ftoarctol  moves 
and  the  picture  really  gets  bad.  Those 
cherished  heartland  values  dont  feel 
nearly  as  good  when  the  struggle  Is  for 


la  there  a  ray  of  sunshine  behind  the 
clouds?  If  the  villain  of  our  scenario  is 
technology,  then  It  Is  also  ocr  hero.  The 
computer*  and  communication 
technologies  are  decentralising 
business  functions.  An  Information  bas- 
ed economy  doesn't  need  the  massed 
work  forces  of  the  city.  Distances  are 
becoming  Increasingly  irrelevant. 

We  are  moving  to  a  new  age  of  the  en* 
treprenuer  and  the  consultant  who  can 
ply  their  trade  from  almost  *  nywhere. 
Home  basod  offices,  busincs***  and  cot* 
tare  Industries  are  not  only  possible  but 
feasible. 

The  rural  community,  with  it* 
ovt  reduce  ted  and  underemployed  work 
force,  becomes  attractive  to  employers 
seeking  stable  and  eager  workers  nur- 
tured on  the  rural  work  ethic.  In  such  a 
setting,  the  unheard  of  will  again 
become  commonplace.  Untapped  talent 
will  blossom.  People  with  talent,  ambi- 
tion and  dreams  will  not  have  to 
migrate. 

People  can  and  will  stay  they  have 
options.  Still  others  will  return.  They 
have  reasons  of  the  heart  It  may  seem 
a  little  like  colonization  with  companies 
offering  the  bare  minimum  to  wages 
and  benefits.  To  rural  communities,  a 
half  a  loaf  Is  better  than  no  loaf  at  all. 
Colonisation  doesn't  feel  like  coloniza- 
tion ;  k  feels  like  new  opportunity. 


Agriculture  cant  save  the  rural  com- 
munities. Rural  development  can. 
Preparation  of  rural  children  to  apply 
Information  age  technologies  to  crucial 
to  this  process.  Xaral  communities  can 
aggressively  court  Industrie*  where 
"place-  to  no  longer  relevant  There  Is 
a  message  to  tell  and  to  sett.  ' 

If  the  amazing  new  tools  of  our 
technology  can  be  placed  to  the  hand* 
of  good-besrted  rural  people,  we  wilt 
truly  witness  a  rural  renaissance. 
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TELL  THIS  ON  CAPITOL  HILL 

David  Stockman 

Off  Ice  of  Management  and  Budget 
Washington |  D«C« 

Dear  David: 

You  must  have  a  tough  job,  presiding  over  a  budget  that 
gushes  red  ink  to  the  consternation  of  most  everyone  in  the 
free  world.  Your  Job  is  complicated  because  President 
Reagan's  gambit  that  tax  cuts  would  stimulate  the  economy 
hasn't  paid  off  and  leaves  you  with  tht  nasty  job  of 
figuring  out  what  to  cut* 

Your  boss  isn't  too  ketn  about  raising  taxes.  It  fs  easy 
to  see  why.  Besides  the  unpleasant  aspect  of  admitting 
to  a  failed  policy,  there  are  philosophical  reasons  and 
political  support  for  trimming  the  size  and  cost  of 
government.  It  is  unlikely  Congress  would  bite  that 
political  bullet  unless  it  absolutely  had  to. 

You've  been  put  in  charge  of  withdrawing  everyone's 
charge  card.  Oh,  c*oes  everyone  let  out  a  howl  when  their 
charge  card  is  called  in. ..and,  of  course,  enthusiasm  fs 
minimal  about  the  others  who  managed  to  keep  theirs. 
It  must  get  to  you  when,  everytime  you  line  out  some  savings, 
millions  of  irate  citizens  or  one  or  two  Influential 
legislators  call   you  on  the  carpet  for  trying  to  do  your 
Job. 
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t  can  see  why  you  lost  your  cool   In  the  hearing  the 
othtr  day  and  said  torn*  things  that  got  you  In  hot  water 
with  farmers  and  the  military.  At  tht  risk  of  adding  to  the 
chorus  of  your  detractor*,  I  do  want  to  corrtct  your 
impression  that  the  currant  farm  crisis  Is  being  caused  by 
mismanagement  or  greed. 

Mr.  Stockman,  our  free  enterprise  system  is  based  on 
people  making  the  best  Judgment*  about  economics  conditions 
and  to  take  risks  to  maximize  their  returns  accordingly.  The 
negative  real  Interest  rate  of  the  '70's  was  a  boon  many  of 
us  who  were  Ir.  a  position  to  take  advantage  of  it.  It  mad* 
sense  to  expand  and  grow  on  borrowed  capital. 

Few  of  us,  though  we  were  hoping  differently,  thought  that  the 

inflationary  psychology  of  the  '70's  could  be  broken.  Your 
boss  helped.  So  did  the  Federal  Reserve  Board.  What  was 
right  suddenly  and  dramatically  became  wrong.  Sure  there 
were  warning  voices,  but  who  really  listened? 

Was  that  mismanagement?  If  so,  put  most  of  the  country 

in  that  category,  including  the  Fortune  500  companies. 
Believe  me,  the  farmers  who  guessed  wrong  are  paying  dearly 

for  their  mistakes  only  they  don't  have  the  political  clout 

-for  a  federal  bailout. 

The  problem  facing  farmers  isn't  personal  mismanagment 

at  the  farm  level  but  global  political  and  economic 

conditions  fueled,  in  part,  by  high  interest  rates  that  refuse 

to  come  down  in  the  face  of  monsterous  deficits. 
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Meet  farmtr.  with  any  kind  of  dtbt  can't  makt  money 
with  doubf  digit  mttrt.t  ratt.,  an  tXport  m*rk.t  marfctt 
*ucktd  dry  by  a  -*trong-  dollar  and    with  fortlgn  marktt. 
prottcttd  by  tariff*  .ltd  wbsCdltc.  Th*  probltm  I*  furthtr 
confoundtd  by  our  own  *hor t-*| ghttd  agricultural  pollclt* 
and  a  deficit  budget  deprived  of  billion*  of  dollars  of -tax 
revenut*  diverted  into  unproductive  and  morally 
reprehensible  tax  *htlttr*. 

Farmer*  know  thi».  That'*  why  your  comment*  blaming 
farmtr*  for  creating  their  own  probltm*  were  highly 
offtn.lvt.  To  paraphra*e  your  own  remark*,  farmtr*  cannot 
flgurt  out  why  thty  *hould  havt  to  beer  the  burdtn  of  the 
con*equtnct*  of  bad  dtbt  <rtad  ftdtrat  deficit)  which  wa* 
wittingly  incurrtd  by  consenting  adult*  (reed  ftdtrat 
govtrnmtn t> . 

You  and  the  farmer*  havt  a  common  problem.  It  I* 
your  friend*  In  Congrt**,  In  the  Extcutlvt  Branch  and  In  the 
tntrtnchtd  ftdtrat  bureaucracy.  What  we  nttd  now,  mort  than 
tvtr,  art  *tatt*ntn  and  *tatt*womtn  with  uncommon  couragt  to 
*tt  thtlr  ptr*onat,  local  and  *ptclat   |nttrt*t*  atldt. 

Tht  day*  of  tht  *peclat   !nttr.*t*  art  ovtr.  It  I*  time 
to  get  on  with  tht  national  inttrt*t.  Tttt  that  on  Capitol 
hill. 

Slnctrtty, 


'-> 


Vat  Farmtr 


*°  v.  ■ 
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Recently  the  Farm  Credit  Adminietretion  implemented  a 
loee  eharing  rule  giving  the  37  Federal  Intermediete  Credit 
Banke  a  broad  new  ability  tc  bail  each  other  out  of  liquidity 
problems. 

Whereat*  the  Farm  Credit  Syetem  hee  e  $9  billion  oapitel 
baee  eno  e  1984  profit  of  $<25  to  $450  iiUipn  dollere,  where 
ie  the  problem?    With  proper  and  capable  manegement  and  their 
uee  of  forebearance  and  by  ojereting  inside  the  rulee  and 
reguletione  of  the  Farm  Cred  t  Act  aa  intended  by  Congreee, 
thie  extreme  credit  crieia  srould  oe  menegeable. 

My  Firat  euggeetion  is.     when  monay  ia  eppropriated, 
ineteed  of  ueing  that  money  <.    e  full  loen  appropriation,  uee 
it  ee  en  intareet  rate  eubeidation.     Example*     $100,000.00  ia 
appropriated,  ineteed  of  uaing  all  the  $100,000.00  for  one 
loen,   it  would  heve  e-  15X  intareet  rate  ana  would  be  difficult 
to  ceeh  flow,  why  not  uee  that  eeme  $100,000.00  ee  en  6X  int- 
areet eubeidation  that  would  creatci  a  loan  volume  through  the 
FmHA,  PCAe  or  private  banke  of  $1,-50,000.00  with  en  intereet 
rate  of  7X  that  would  be  ceeh  f lowable  end  ehould  be  peid 
back  eeeily.     Thie  would  creete  e  twelve  and  one  half  timee 
multiple  aenif it  for  the  eeme  dollar  inveetmens.     On  the  pre- 
eent  parity  ration  thie  would  etill  make  it  poeeible  for  moet 
farmere  and  ranchere  to  ceeh  flow  end  work  out  an  equitcb.e 
loen  re due  : ion  plan. 
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Thm  Velantina  and  (  'Naill,  Ntbrnkt  gCAt,  ware  cloaad 
for  liquidation  through  instruction*  From  tha  FICB,  Oaoha 
Of f ioa9  noc  through  or  bo causa  of  an  indapandent  action  of 
tha  aharahuldsra  or  Board  of  Kiractora*     Mhy  wasn't  thara  an 
indapandana  audit  of  tha  corporata  books  to  decaraina  axactly 
what  oondi  .ion  thay  vara  in  and  thaaa  raaulta  *ada  public  at 
a  aharshol  jar's  Mating?    Instsad  audits  art  p  srf orasd  by  FCr- 
hirad  parsonnal  with  no  information  baing  ralaassd« 

Tha  -IC8  atataa  in  thair  planning  that  thara  will  bs 
2/3  lass  t  rsara  by  1995.    Thay  ara  not  informing  paopla  of 
tha  optioi     aval  labia  undmr  thair  forabaaranea  policy*  Thay 
ara  not  a*    /ing  with  borrowora  as  long  as  thara  ia  a  raaaontbit 
oouraa  of  action  ramaining  and  also  thay  hava  f allad  to  ha lp 
borrowara  find  naw  refinancing* 

I  faal  it  is  tims  for  Congroas  to  hold  an  in  dapth 
invaatigation  of  tha  Farm  Cradit  Syatam  and  aaa  whara  thay 
hava  frilad  to  follow  thair  by-lawa,  rulaa  and  regulations,  > 
Thia  naada  to  ba  dona  immadiataly,  baforo  tha  antira  Pars 
Cradit  Syatam  cotlapaaa** 

Mharass  Ccigraaa  haa  tha  powar  to  ragulata  tha  Fadaral 
Raaarva  Board,  ahouldn't  thay  plaoa  aoma  rostriotions  on  tha 
intaraat  rata*  thay  can  sat  and  alao  aoma  raatr  lot  ions  on  the 
spraad  batwaan  that  rata  and  what  banks  of  FICB  can  charga? 
Thaaa  High  intaraat  rataa  ara  taking  23.  IX  of  all  govarnmant 
ravanua  and  tha  compound  intaraat  affact  ia  daatroying  thia 
nation « • 
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Also,  •  few  thoughts  on  taxetior  policial  Thay  ahould 
eliminate  tha  tax  daduotabllity  of  intereet  paid  on  aoat 
coneueer  debt,  limiting  It  only  to  ona  primary  re »i dance,  on* 
oar  and  bueinee*  and  investment  borrowing  with  tha  purpuaa  of 
stopping  tha  high  borrowing  trand.  Thay  ahould  eliminate  tha 
tax  on  forgivan  dabt  forgiven  by  tha  Farm  Credit  Syatam.  Tljie 
tax  was  seent  for  waalthy  individuele  that  ebueed  tha  tax  coda. 

Reward  ■■/■M  and  inveetore  by  eliaineting  the  capital 
geine  tax  end^toe  tex  on  earned  intereet  plue  tha  double  cax- 
etion  of  corporate  prof ite.     Theee  tex  ohangaa  would  produce, 
en  explosion  of  savinga,  of  inveeting,  of  venture  eapital  and 
a  flood  of  new  bueineeeee, 

Tha  1985  fare  Bill  -  We  need  e  long  tera  policy  to  aein- 
tein  en  independent  floor  under  the  grain  ueed  at  home.    At  the 
eeaa  time,  eubeidizc  our  exported  grain  to  whatever  point  ie 
needed  to  make  it  very  ooapetitive  on  the  world  market,  and 
all  the  tiae  ueing  it  to  reduce  our  trade  deficit.    Thie  would 
better  our  poeition  in  the  world,  whether  it  ie  celling  it  or 
ueing  it  ee  e  barter  tool  with  poor  oountriee  that  have  min- 
erele,  oil,  etc.  thet  we  oen  uee.     With  the  overell  thought  in 
wind  of  meinteinlng  our  food  producing  bate.    Thia  ie  the  beet 
inveetment  Aaerier  -sen  aeke.     Free  oountriee, will  be  the  once 
thet  feed  the  world  end  the  once  thet  etay  free. 

Thenk  you  for  your  time.    We  eppreoiete  the  ef forte 
you  neve  put  forth  to  help  the  people  who  ere  effected  by  the 
currant  agricultural  credit  crieie  in  thia  area. 

Sincerely, 

Berth  H.  Bernee 

PO  fVx  168 
CccU,,  Ut  vUll 
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North  Route 

Cody.  Nebraska  69211 

February  6,  1985 

The  Honorable  Virginia  Smith 
The  House  of  Representatives 
Washington,  D.  C. 

Dear  Mrs.  Smith: 

We  were  unable  to  get  on  your  progi      the  other  night.    We  did  hear  1t  the 
next  day  on  Valentine  radio.    It  was  informative. 

1  particularly  would  like  to  thank  you  and  the  fellow  from  Lincoln  radio,  on 
your  backing  up  the  fellow  from  Morrel.    It  was  sad  to  hear  it  1s  getting  this 
way,  away  from  where  these  banks  closed.    This  has  been  our  objective  and  hope 
that  we  could  change  some  of  this  or  make  people  aware  1t  1s  commlng. 

Now  to  address  my  real  concern.    Your  idea  or  whoever  wrote  your  bill  of 
which  we  redeved  a  copy.    By  the  time  they  (the  Panks  and  PCA),  get  to  the 
foreclosure  of  the  land,  they  already  have  all  the  livestock,  machinery  and 
whatever  etse  you  may  own.    So  we  deed  the  land  to  the  government.  From 
where  comes  the  f  nances  to  continue  to  operate7    Not  hav1n»  adequate  collateral 
or  cash  flow  before  this,  is  the  stopper  now.    Now  no  land,  no  livestock,  no 
machinery.    When  oo  we  find  any  financing  at  all?    These  banks  don't  even 
give  free  coffee  anymore.    These  are  some  of  my  Sandhills  thoughts. 

We  have  an  increasing  debt  or  operating  expense  of  which  we  have  no  say. 
We  have  high  interest  rates  of  which  we  have  no  say.    We  have  a  fixed  market 
which  has  been  in  close  proximity  for  ten  (10)  years.    Expenses  have  trippled 
or  better  from  ten  (10)  years  ago.    Interest  has  doubled  and  at  tines  trippled. 
Yet   income  has  remained  the  same  and  at  times  lower. 

So... 

Expense  Interest  Rate  Income 

No  way  of  change  No  way  of  Change 

The  only  way  to  make  income  match  or  cover  expense  and  interest  rate  1s  to 
reduce  the  interest  rate  down  to  where  it  will  cover.    Those  who  haven't  any 
debt  to  service  from  the  income  are  stil*  solvent,  but  losing  ground  each  year. 

If  there  is  any  way  to  cut  the  interest  rate,  that  will  be  the  biggest  help  of  , 
all. 

We  have  had  no  help  from  FDIC  cr  the  ^snks  for  three  months.    All  reserves  are 
now  gone.    The  Good  Lord  has  been  good  ti  us  with  thfe  weather.    In  seven  of 
the  past  ten  years  we  have  had  weatherlik<»  the  east  and  south  now  have,  for 
from  five  to  seven  months.    We  have  deep  feelings  for  these  people,  but  have 
nothing  to  offer  them  but  prayers. 

l/e  do  hope  this  information  will  be  of  help  in  some  way.    Thanks  for  your  help 
so  far. 

We  are  enclosing  a  letter  for  your  to  deliver  to  Secretary  Block.    You  may  read 

I  do  believe  Mr.  Stockman  need  to  go  on  a  food  less  diet. 

Very  truly  yours, 


Alv'.n  J.  Kroeger 
(605)  822-4235 

AOK/db 
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North  Route 
Cody.  Nebraska  69211 
February  6.  1985  ' 


.Worse  thin  wholesale.   We  aren't  allied  * 


'  .  Secretary  Block 
?   OepC  Of  Agriculture 
3  Washington.  D.  C. 

Oear  Secretary  Block: 

•  ♦ 

Me  were*  unable  to  get  on  your  program  with  Congress  Woman  Virginia  Smith/  •. 

We  areyvery  well  aware  of  the  plight  of  the  H-rrel  man  with  no  eradlt  W*. 
,    are  hare  In  the  area  with  two  banks  closed  *  .a  the  FwJ.   ThS  Sinks  werf  ■ 
raopanad  by  two  other  banks  that  haven't  -,oy  Interesting  loans?  TM ft  '  * 

tween  .the  FOIC  and  the  lenders,  Jockyln'i.for  tha  arfyai*ap«.     *  - 

You  talk  of  Market  Oriental  Ag!  ^ 

troilad  on  t^t  Income  end.  1n  the  Livestock  Industry.  Also,  our  investaaat'  in  < 
our  buslnesf,  1s  much  higher  for  the  turnoyar  than  any  oth£  bSsTn.s ^ 

We  buy  retafl  and  sell  wholesale, 
cost  of  operation. 

You  say  our  product  1s  too  high  priced  for  the  world  market  now    How  r«  L ' 

srs-sfft  ii^?orr:u^vn.cfin,t  6ur  cost  *  p^*iff.»js 

2!?ch r I $«L6r?Uf  Enmer"n  hT  wy  1dM  t0  taki  care  of  our  intmtVof  ^ 
which  I  set  as  the  only  way  to  make  our  income  cover  the  debtor  expanse  "5- 
e^iili  J0Uld^  1  ex1fl  sell1"t.^  below  cost  of  productions.  b£  y£  we  era'." 
supposed  to.  Our  Bankers  are  worried  of  Ag.taklng  them  down  with  u«  -EeirV. 
lack  of  cooperation  and  greed  1s  one  of  truest  problem?  of  Ag.      'J  J 

FmHA  hasn't  kept  pece  with  the  Inflation  rate.    Their  Hmltc  Ar»  .•'  ul'Yf 

Sl.uVhX.th  4  CMnehnu  hol*y  thit  h"  °*er  ^ 

K^^^nu*  p•op,• so  doin« « •si'Wi  £?«  g 

Eft  .11  n   r-       b^S         fSrLf1v*  '«"»•'•*•    How  long  con  this  (o  on}   It  , 

We  are  sending    this  through  Congresswoman  Virginia  Smith  as  your  address  1s 
hard  to  come  by  out  here. 

You  have  an  Invitation  to  come  out  here  to  see  first  hand.    We  will  be  glad 
to  house  and  feed  you.    At  no  expense  to  the  Government  or  you. 

Mrs.  Smith  can  explain  and  answer  your  questions  as  she  has  all  the  details 
of  our  plight. 

Very  truly  yours. 


AJK/db 


Alvln  J.  Kroeger 
Cody.  Nebraska  69211 
(605)  822-4235 
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Marion,  South  Dakota 
February  12,  19  85 


Dear  Senator  Abdnorj 


I  am  unable  to  attend  your  hearings  end  am  submitting  the  following 
testimony  t 

The  plight  of  the  farmers  in  this  country  is  in  the  news  daily, 
Many  people  including  our  elected  officials  are  searching  for  ways 
to  assist  the  farmer,  and  especially  the  family  size  farmer.  Most 
of  the  proposed  solutions  cost  money.  Some  cost  a  great  deal.  One 
solution  which  will  have  a  salutory  long  'term  effect  for  the  American 
farmers  will  cost  the  U.S.  treasury  nothing.  In  fact  it  will  generate 
billions  of  dollars  for  the  treasury  and  at  the  same  time  is  She 
single  most  important  step    that  can  be  taken  to  restore the  U.S. 
farming  industry  to  a  healthy  state.  The  bill  introduced  by  Sen. 
Abdnor  to  remove  farming  as  a  tax  shelter  is  vital.  Farming  losses, 
depreciation  and  investment  credit  should  be  charged  against  farm 
income  only.  Thus  no  bone  fide  farmer  w5.11  be  penalized. 

Those  elected  officials  not  representing  rural  populaitions  should 
consider  carefully  if  pleasing  the  wealthy  minority  is  really  more 
important  than  the  health  of  the  most  imporvant  industry  in  the  U.S. 
One  thing  is  certain,  once  family  size  farm  operations  are  all 
driven  out  of  existance  by  a  combination  of  gcv*r*«iment  programs  - 
favoring  the  big  farmers,  and  a  tax  system  that  rewards  big  operators 
at  the  expense  of  small  operations,  then  food  prices  will  rise  dra- 
matically. Most  farmers'  return  to  labor  is  less  than  mimimum  wage, 
and  self  employed  always  work  better  than  hired  help.  Don't  penalize 
the  faming  sector  of  America  for  the  sa£e  of  a  greedy  few. 

Sincerely  yours. 
Larry -Eisenbeis 

/ 


A  h 
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Chris  £UtnWU 
HR  lv  Box  123 
Hurlty,  SD  57036 

Fsbruary  11,  1985 

Uelis  Hshlhaff ,  Fisld.Rsp. 

Son.  Jum  Abdnor 

P.  0.  Box  8?3 

Sioux  Falls,  SD  57101 

Soar  Usllsi 

LS^te^Slat  ^^i^^lh^  on  "Ttxn  and  A*ri- 

t^*^  *?  This  idU  bt  ay  third  yhtmi 

^  5^Hurlv,SD'  I*l*Uudyour  bUl  S^oi^Joss 
arains.  Ths  Urg«  aaount  of  opposition  mn*r*t*d  ^  ™^t~I: 
ducad  a  similar  bill  last  *~r  carW? 

*t  ths  farmers'  sxptnst  do  not  Nut  to  sss  such  a  bill  passsd. 

Slncsrsly, 
Chris  £l««nbais 


RKT  COPY  wmMl 
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Deer  Sir: 

The  definition       e  druc  by  the  FDA  should  be  chrn£ed  so  foods  pnd 
food  cvn^lenentf  ere  not  considered  dru^e,  even  thov£h  %eelth*>al  food 
-ill  rir'<e  er.yone  herlthier.    3rpn  should  -try  classified  ps  e  food. 

nny  if  re*  sail-  ille^rl  to  be  sole  in  irtrrstete  cox^erce? 

Dru£c  "ill  never  cure  my  direese;  they  orly  ©over  up  the  synpt«ri»w 
Cencer  cen  be  controlled  by  other  recr.r  "thrn  -ith  Crvi  or  che^otherrpy 
sore  successfully.    I  ^  spermine  rroia  experience  or  "her  I  hrd  c:rcer. 
It  -re  very  prir^ul,  r**  no-  th<  p*  ir  i;    ore.    I  rever  received  eny  dru^s 
or  clip  otheirpy  rs  tieet~e»t  "or  th:  crr.crr.    iy  doctor  rlso  s:id  the  erne 
is  ^one. 

Theie  should  be  e  rul3  inve  tuition  o'  the  A'V.  on  -hy  they  pre  tryin 
to  icee;  people  sic':.    Is  it  for  theii  o-n  ; ->ecirl  jrtei^  tr    o  t'^ey  cm 
re'ee  cij  pio'ltc?    Dru^c  'bovl'1  r.ot  be  used  et  fll  in  trertin-  illness, 
bec:u-e  c'rv^    orly  .rsk  ths  problem  rr.'   e*v  e  ©the"*  pioble"  .    Seven ty- 
rivc  pei cent  of  t'  e  peoole  i"  ho  vltrlt  todey  pre  in  there  becei^e  of 
problem    crused  by  pi  ef  ciipcior.  di1  c  r<?  t'-'eii  side  er'cctr  rnd  residues. 

?hrr  rceuticsls  should  pi  so  be  invc  tinted  o'  "bet  they  ric  trying 
to  do  *-ith  druws.    /.re  they  soohisicrVrc  the^  elvci  to  the  point  of 
extinction? 

why  ore  they  xecoa:.  e**din£;  by-pess  surgery  -hen  it  do?rn!t  lengthen 
life  or  .  olve  t  e  cobles  they  hrd  tn  the  ^irst  piece,  beccu^e  it  orly 
«or\j.  or  one    pot  md  ir  orly  teoporpry.    There  ere  -ry?  to  eliT,irrte 
this  problcr  -ithout  tM  ^  M~  ^y>erse  end  rvr^ery. 

.'.echrrAcl  'lerrts  rxe  V  o  ^o':e  or  tre  certvry.  They  never  did  solve 
the  pi  obi", 


:*rs.  /r^le  "oe:r>er 
1  3ox  £5,  ?reerren 


»  S.  ?.  57029 
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Farm  Credit  Banks  of  Omaha 


206  S.  10th  StfMl 
Omth*,  Nebraska  68102 
Ttltphorw  (402)  444-3333 


February  12,  1985 


The  Honorable  Janes  Abdnor 
United  States  Senate 
309  Hart  Building 
Washington,  O.C.  20510 

Oear  Senator  Abdnor: 


stress  th.t  nHc^Uure  Is  inderSMn»  UtSlyf?Wre«°,f  «Vurr'"t  gnomic 

concerned        tta1r^f'S^S°ad?t"f0~',w,tf "e  "e 

AMSrUlT.ik  ftS.Po"nPtS  R^Eco'SSr*       ?olunrtee"  f"  estebllshlng  the 
be  willing  t help  ?n   L       ttat^./K  F,r"  Cr!!^  BankS  of  0lMh*  "°«ld 
necessarv  h«in  »nS  ].«      ??y  ,     we  ean  to  ensure  that  you  receive  the 

need!  0n  th1s  off1ce  for  an*  assistance  that  you  might 


Sincerely, 

Ac  I  Lac  (  ^ 
MIcWl  V.  Dunn 
Vice  President 
Government  Relations 


ft  *<■  ...v- 
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SOUTH  DAKOTA 
SCHOOL  OF  MINES 
AND  TECHNOLOGY 


RAPtO  C4TY.  SOUTH  DAKOTA  57701*3905 


OFFICE  OF  THE  PRESIDENT 
PHONE  (605)  394-2411 


15  February  1985 


Senator  Janes  Abdnor 
United  States  Senate 
Washington,  D.C.  20013 

Dear  Senator  Abdnor: 

After  I  prepared  my  written  statement  for  the  meeting  at 
Freeman  on  11  February, I  noted  the  article  "The  Agricultural  Mechanization 
Controversy"  by  P>^Hp  L.  Martin  and  Alaa  L.  Olmstead  which  was  published 
1n  the  8  February  1985  Science  magazine  (Volume  227,  No  4687,  p  601-606). 

The  article  supports  the  concept  I  presented  1n  my  statement  that 
research  1n  agriculture  should  continue. 

You  may  wish  to  Include  the  article  1n  your  record  of  committee 
hearings. 


Sincerely  yours, 

Richard  A.  Schleusener 
President 


RA$:vc 
Enclosure 
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The  Agricultural  Mechanization 
Controversy 

Philip  "L.  Martin  and  Aba  L.  Oimstead 


Five  yean  ago  attorneys  tor  California 
Run!  Legal  Assistance  (CRLA)  ftlsd  ■ 
lawsuit,  on  behalf  of  19  tarn  workers, 
thst  charted  the  University  c/ California 
(UC)  with  unlawfully  speudmg  public 
funds  oc  m^fKf^if  tsoa  research  that 
•iiapleced  farm  workers.  The  trial  began 
in  March  19(4  but  was  hnhed  6  weeks 
later  when  the  judge  beeame  seriously 
UJ.  The  case  is  scheduled  to  begin  agam 
before  a  new  judge  in  November,  so  the 
controversy  over  pubUty  supported  ag . 
ncultural  awrhaniTaiioa  seems  destinad 
to  continue. 

California  Rural  Legal  At  -istance 
charges  that  "the  basic  policy  goal"  of 
mechanization  research  I  v  UC  is  to  de- 
velop "machi  *  and  other  related  tech- 
nology in  order  to  reduce  to  the  greatest 
extent  possible,  the  use  of  labor  cs  a 
meant  of  agriculture!  production'*  (/). 
Mechanization  research  is  construed  to 
include  the  development  of  machinery, 
crop  varieties,  chemical  herbicides, 
growth  rcgubuora,  and  Jaborsavtag 
methods  of  handling,  transporting,  and 
processing  crops.  CRLA  alleges  that 
such  research  (i)  displaces  farm  workers, 
(u)  eliminates  small  farms,  (iii)  harms 
consumers,  (iv)  impairs  the  quality  of 
rural  life,  and  (v)  impedes  collective  bar- 
gaining. The  durages  suffered  by  indi- 
vidual farm  workers  "are  difficult  to 
ascertain  or  compete"  '/,  p.  19).  so 
CRL  \has  demanoV  'nMaJlmechamxa- 
ttc.  rc~  *ch  by  UC  U,  halted  utjtil  tne 
university  autes  a  fund  cq\al  to  the 
sum  earned  from  agricultural  license  and 
royalty  payments  to  be  used  to  assist  and  ' 
retrain  farm  workers. 

Federal  and  state  governments  allo- 
cs •  over  SI  btllion  annually  for  agnail- 
turv"  rcsearcb.  and  the  Council  of  to 
nomic  Advisees  reported  that  "the  annu- 
al return  tr  taxpayers  from  investing  in 
agncuhural  esearch  has  been  about  50 


O).  Mechanization  research 
constitutes  a  snyfl  and  dcdsning  share  of 
publicly  funiad  HricurturiJ  research  ex- 
pendrtures.  Even  th-  «gs>  oniy  47 J  sckn- 
tine  man-years  of  fruit  and  vegetable 
incchaai  lion  reatarch  weri  .^ibUcty 
funded  fci  1911  tf).  opponents  of  macha- 
niatioa  daioad  a  twaior  victory  when 
they  i  tfsuaded  former  Secretary  of  Ag- 
ricuUure  Bergiand  to  withhold  Depart, 
ment  of  Agriculture  funds  for  research 


The  CRLA  atwsuit  aweges  that  "the 
principal  purpose  of  defendants*  [UCa) 
rosarcial  awaanJretioa  projects  is  to 
replace  workers  with  ssncaaaes . . .  thus 
directly  threeesefjaej  the  Jobs,  kvelf. 
hood,  and  wei  being  of  the  hundreds  of 
thomeaada  of  the  State's  snoat  ^sairitli 
work«rsws»c^trvaasas^aeevns<Caai- 
fxesYs  crops,  and  isnpoae  upee  taxpay- 
ers the  art i a ii  at  coats"  (/,  p.  13). 
CRLA  arguee  that  amaialrilioi  re- 
search by  UC  a*s  gr  wM  displace  work- 
ers In  a  variety  <  if  Jratt  and  vegetable 
crone.  hKhsdsag  grapes,  ecenges,  peach- 
es, lettuce,  and  tosnetoai  .  The  lawn* 
alleges,  In  particular,  that  the  nsechenical 
tomato  harvester  developed  by  UC  re- 
searchers reduced  the  peak  number  of 
tomato  harvest  Jobs  Iron  50,000  In  1963 
to  11,000  in  1970. 

.  Tome  toe  i  worth  bPxw  fa 
!9t2-nre  the  moat  vaksnbk  vegetable 
grown  fa  the  United  States.  There  art 
two  kinds  of  t 


turn  eccLVCJCt  im  Ate  L.  Oinue*  n  enXctwi 
rf  tco*?«Mci  mJ  4rtcwr  of  iht  Ajncvkural  Hi*. 
i«>  vn*a.  Lawwijf  et  CtUocm*.  Dim  954IS. 

S  FCtaUAXY  l*»> 


^^"^^ST^^^^T*  •■rati  wortow*  a^aafej^raej  tfwt  gjMJMtatgf  fajsradneJ  cn^s^a^agantefltfean 

t^oarch  tfepitoet  farm  worts*  a,  aimlnatee  gum  sanima,  hum  conjumow,  Impafrg 
«w  qualr/ of  n^  Ma,  «sd  Impad^ 
«vm*raejtf*idtfie4ftdoe*note 
Importer*  becaxjt«a*pnndr^ 
fft^tnuldpfaooa* 

afteg*no  mm  oniy  aome  of  tt»  legla^  poafa  are  beeig  puraued. 


projects  when  "the  major  effect  of  that 
research  will  be  the  replacing  of  an  ade- 
quate and  willing  work  force  with  ma- 
chines" (4). 

The  outcome  of  the  UC  mechaniTalion 
case  could  have  broad  implications,  for 
the  larger  research  community.  Because 
the  legislation  allocating  public  research 
funds  usually  contains  multiple  goals,  a 
CRLA  victory  could  Inspire  other  advo- 
cacy groups  to  allege  that  university  re- 
searchers are  aystematically  pursuing 
enly  one  of  the  legislative  goats  and  to 
seek  to  stop  such  research  until  public 
interest  review  committees  give  their  ap- 
proval. A  six  3a/  lawsuit  could  allege, 
for  example,  t  <at  university-developed 
information  technotogfcs  displace  cleri- 
cal workers,  and  could  seek  to  halt  such 
research. 

In  this  article  the  five  CRLA  charges 
are  discussed  and  the  evidence  for  each 
is  examined.  The  lawsuit  raises  impor. 
tant  issues  about  the  consequences  A 
pubticty  funded  agricultural  research, 
but  we  conclude  that  CRLA's  evidence 
for  each  charge  is  ambiguous  at  best. 


fresh  tomatoes,  whose  production  is 
concentrated  fa  Florida,  and  processing; 
tomatoes,  almost  all  of  which  are  her- 
vested  nsechanscaOy  fa  California.  The 
California  processing  tomato  harvest 
was  rnfchaatred  in  the  1960  s  after  UC 
plant  scientists  developed  a  uniformly 
ripening  tomato  and  engineers  butt  a 
machine  that  could  cat  the  plant,  shake 
off  the  tomatoes,  and  move  them  past 
electronic  and  hand  sorters.  Employ, 
ment  and  wage  wata  arc  scant,  but  the 
best  available  evidence  indicates  that, 
before  mechanization  in  1963.  31.000 
Mexican  and  6.000  American  men 
picked  and  sorted  2.5  million  tons  of 
processing  tomatoes  in  California  (5). 
Today,  fewer  than  1.000  harvest  work- 
ers, primarily  American  women,  ride  the 
machines  and  sort  more  than  twice  as 
many  tomatoes  (6). 

Mechanization  reduced  harvest  em- 
ployment, but  it  is  not  dear  whether  the 
tomato  harvester,  on  balance,  destroyed 
or  created  jobs  in  California.  When  the 
brace ro  program  that  began  nfmmtng 
temporary  farm  workers  from  Mexico  in 
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aCTCS.  SMDt  t  iSMlM  kOPPOtltr  coett 

$130,000  or  more,  oaKkeofaoeJoo  omkot 
"••try  ioto  tomato  prodoctioo  poteifcei 
ooJy  far  tkt  wtohfcjr  (/;  p.  to). 
TN  OLLA  .tm  oat  kMi  omn 
i  li  hi  Wot,  IM  Own  o/Aorf. 
cmWr  tir*ktfa.t  do  Ml  oomVm  too  ox* 
tremo  ottuguroi  mute  it  MtMiMlo- 
duttry  tddoetd  by  CKLA*  Oeewert  of 


19<2  WM  termhumd  la  1944,  mtoy  ion 

to  irowcri  tod  procattore  hoMouod  tkot 
the  tomato  maotffy  irooid  bo  fbrood  10 
foflow  its  woit  force  to  Mexico,  at  hap- 
pened to  canoed  atearaono.  Tout  it 
could  bo  araaad  tkot  meckaaizatioa 
helped  to  keep  prrxetemt  tometott  it 
tkt  United  Stance,  tkeraby  prettrvmf 
Jobs  far  America*  wortert,  U  toy  cote, 
tkt  oxpootioo  of  tomato  tercet*  mdbV 
Umi  by  ■irhnjireilnt  crtotod  Jobt  far 
brloMtrt*  oooipooct  oporetoftt  tod  coo* 
oory  workers. 

Tot  focut  to  tut—mil  by  OLA  ob» 
narmuaexxtemdafomCamVynkiatrt- 
adtare  tod  could  five  tkt  onmeedmf 

oaportuolrici  ktvo  rticBtii  dftotktly. 

nwraaoiTarint  ktue  boot  more  tkot  off" 
tot  by  tkt  esptotioo  of  labor  utttoahrt 
tericurrTt  io  Camtbrek.  MockjoJai* 
ktrveawi  of  tometoct,  cottoo,  tod  tot* 
v  beet*,  aba*  with  kerbkkJca  tkit  dis- 
placed kood  kotrt  ood  tkt  iotrodouioo 
of  bulk  biot  tod  forkkfb  ioto  oeidt  tod 


)0OO4woti»pitco<ittwtiM(otckoi 
40f  tor  bocktt  of  tomatcot).  However. 
il^Uujeadalt»njO»to«poua4eeo» 
or  worfchuj  op  loMiw  it  extreme  boot 
ttktt  hi  toff  oo  At  workmV  backs,  ood 
fr~-  tadhlfmai  natume  in  do  tuck  w  ctt 
for  more  that  15  yean  (T).  OOee  work- 
on  trwrtatt*  from  pieco-ratt  kervectmg 
Jobt  tkot  coubk  young  workers  to  earn 
tttc$10btortytofe^waasb«ee*ier 
kricotioo  orkoeenjjobt  it  UA  tjricuJ. 
tort  or  tkty  retort  lo  Mexico.  Even  if 


woootwood  tfT^^rmurm., 

tod  tkt  trtPOIOOittOJOttOOOIOtOjtpOTtVfOl  * 

kKfttotd  Wp07000t,frioiy74to  1313; 
tctes,  looted,  tko  tooooo  lodotiry  io 
CeaVornJa  espernmeed  mere  stiotloiol 


bofvontr*  tkt  toomto  wort  Covet  of  At 
1WswooMlmo^korvoitfa«iotkt 
I970*t,  Afl  mduirrlit  lyperleott  worker 
turnover,  bot  turnover  io  tkt  kood  kw> 


km  of  komot  wort  ood  puma*  re- 
momlof  fcno  wofktn  to  operate  eaujp- 
pott  tod  tort  cooooodkfet  for  looter 


tmmi *****  1943  tod  BuM,  *t  one* 
her  of  looitto  mruers  oooraotod  63  ueo» 
ooti  tod  tkt  tvertoji  srruoet  m  nnamteoo 
'  per  ton  Iripitd. 

Mtokotitroioo  cooxriboltd  lo  tkt  k> 
crotot  it  tkt  iToriji  tooMtt  aerator  o« 
fcnooittfct  iXTttod  WTt,  bototkor 
ftctoft  who  tjto  Itjfwitot  (/#)•  Too 
ootjfdttioo  of  tkt  CkMtjoki  w»Mr  tyt* 
ltti  it  tkt  t9tTt  oltwil  tfcoVtry  fcogt 
m  m  att  oaa  taaraatt  .raacy  a?  aro- 

itttat.  aKTtatod  hs  akart  af  tkt  atatt't 

•ott  frooi  2  ptjooat  Ik  tflf  at  21  jwooot 
t  docaot  lajar;  faratt  ihukon  hi  CkaV 


oMtoet  odfTort  broooor  ckoofoa  it  tpi* 
cohort  ood  id  aW  ootaarai  ooaootay. 


drad  tkoottod  oootoool  farm  Jobt 
tkreookoot  tkt  ttoto  (7).  Bat  affajoaoe, 
population  (fowtk*  tod  twartottt  of 
health  aactototd  too  daoood  for  hbor- 
bMeaatvc  frokt  tod  vcoetabks,  craatkif 
new  Jobt  raattftfcootfcmitckooajajcol 
ckoojet  oaaoataad  tkta.  Too  tveroje 
toootl  atMobtf  of  dotttttk  foj  ■  worfctn 
caployod  io  Caiifontk  wtt  19X000  io 
1960.  211.000  io  1970.  tod  224,000  io 
IMO  (F*  I).  UaJvcraity  rtaaarck  ltd  to 
the  crtotJoo  of  nooy  of  tkttt  oew  Jobt; 
ptaot  broodiof  rotcoitk.  for  rrtatplc. 
helped  to  triple  atrowbeny  yiddt  io  too 
I960'*  ood  1970*0  tod  fa«d>eocd  tkt 
htrvftt  tettot  from  2  to  6  aaootkt,  wb- 
sttoUaUy  aKfttaiOg  tkt  toojood  for  k> 
bor. 

Idocbootzaooo  alto  foTtcu  tkt  nature 
of  harvest  Jobt  tod  the  ItVcyctc  employ 
meat  pattern  of  farm  workers.  Most 
fntiu  tod  veaettbks  are  picked  by 


Ltod^rtotooJyortkittoKtutjoktdto 
cxptod  pobac  rtaaarck  foodt  **te  aro- 
mott  tkt  ttVitot  productioo.  aairltetlao^ 

of  tkt  farm . . .  ood  to  prooiott  t  toood 


kfcM  (I^CiaAcktratttkatomc^ixt' 
tioo  rutarrk  ckajattttt  ttotl  'jam  be- 
coott  tkt  otw  ajichlan  lojdro  Itrot 
acraaoet  to  operalt  okkaaotty.  tt  troun 
tkot,  by  tdoptkuj  labortovaaj  oaKkioery 
tad  ayttodbt  to  tied  coott  owr  ttcrt 
tcrtt,  kvte  larmt  cat  radoot  coouoodety 
pricet  i  ■nutji  to  farce  amai  fomart  out 
of  ojricolttrt. 

kl^cftkOfvairactfortkkcaarptit 
obtaioad  from  aV>  prncattaaj  tomato  lo> 
dottry.  OU-A  olojaj  tkot  lot  oomber  of 
procotttoj  tomato  farmt  io  Cttforoit 
decreotod  from  4000  ia  1943  to  600  ia 
1973.  wbue  the  overte*  tcretoe  pltotod 
la  tomatoes  lacretsed  from  32  to  363 


DarWmolWt,o>arawarea^tkaa 
10  autoaaaaoV  araamoari  hi  tkt  Utmtd 
Stomt  c  Dtaotfod  a>  tvt  kitty.  TTtt  oumv 
btr  of  farmt  it  Ammfct  pttktd  at  <J 
auajioa  hi  1939.  tkot  dropped  akorafy  hi 
At  IfWt  tod  r94y  t  at  mramrt  wort 
potktd  by  ovoiueodocoao ''tod 1  low 

pricet  ood  ware  putted  tot  of  tfricamart 

»-  --  »  -»  ■  « ♦  -  .*  -  *  *  ■  » -  ^  -  » ■ 
oy  ramormy  aam  mmr  mama  ajmmenm 

wapa^T>taaVa>mta4aiuaoitatmim 

trtwka  iiaojmoo!boo6^oommooolautd 

to  otmat  mm  mtifcomi  amthujjy,  aod 

tkt  trartot  ttat  of  farmt  itcruttod  ftuut 

213  tcrtt  hi  1930  to  4M  acrot  it  1971 

(//).  Evto  1 " " 


coottatito  ood  apacmo^tmat  it  tkt  lo- 

proawte  mwar  ood  ierper  mrme.  For 
cttmoli.  fcjtftj  tuooort  ptyiaooti  pot 
o^uodertkoprkotofao 


fomtrtto  riiotd  taooticaajj  expacto- 
tloot.  tmbkiout  formeet*  ood  mrmcrodk 
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frfbgrams  also  stimulate  the  growth  b 
Inmate. 
Furthermore,  k  ia  a  auntae/to  a 


early  dictate  arm  tin.  Social  scientists 
testifying  for  dtLA  sssphnsiie  the  mn- 
aeucy  of  laborssving  harvest  eatehmcry 
to  reenare  am  acres  to  operate  caV 
dendy  than  the  average-sized  (am  en- 
tains.  According  to  Am  witnesses,  af 


that  requires  »  acres  to  operate  at  low. 
est .coats,  bat  the  •  venae  peach  Am  hat 
oar/Wacm^ttMiresaardiaipmaodac 
Near  peack  terns  aniseed  of  bceagscsle- 
^ttii.  However.  custom  harvesting. 


caa  perns*  the  cfldeat  use  of  nacaiaery 
oo  small  farms,  helping  to  mamlsa  aay 
srals  ecoaoma;  i  aaaot  iatad  with  amchan- 
cry.  In  19S2  California  brawn  apeac 
$307  mtitiou  on  custom  work  uud  rental 
oqdpaaeat,  more  than  they  spent  on 
electricity. 

Mechanization  is  one  of  severs!  fac- 
tors  that  have  generated  the  Unocal 
structure  of  sericulture.  There  are  2.4 
rauaoo  £snns  in  the  United  States,  but  s 
snaM  percentage  of  lam  end  specialized 
farm*  produce  most  of  the  nation's  food 
sad  fiber  (Fie,  2).  In  191 1  farms  that  sold 
$100,000  or  more  in  farm  products  ac- 
counted for  614  percent  of  cash  farm 
receipts  and  earned  SI 9.9  bffiioo.  or 
10U  percent  of  total  net  lam  income  of 
SI9.6  billion.  At  the  other  end  of  the 
sales  spectrum,  the  Dams  that  sold  \ctt 
than  S20.000  each  in  products  coflective- 
ry  accounted  for  *J  percent  of  cash  farm 
■  recetpuaadlost$1.6bWonc«famu«. 
These  small  farms  still  had  family  in- 
comes above  the  U.S.  average  because 
their  farming  losses  were  offset  by  $29 
billion  in  nonfarm  income. 

Many  mid-sized  farms  that  ae9  $20,000 
to  $99,999  in  farm  product*  annually 
have  been  m  trouble  recently,  apparently 
being  too  big  to  permit  the  operator  to 
have  a  nonfarm  career  but  not  big 
enough  to  reap  economies  of  scale.  The 
674,000  mid-sized  farms  were  26.7  per- 
cent of  ail  firms  in  1911  and  accounted 
for  23. 1  percent  of  farm  sales,  but  earned 
only  6  5  percent  of  net  farm  income. 
Mid-sized  farms  obtained  only  $6.2  bil- 
lion in  ncofarm  income  and  $1.3  bduon 
in  net  farm  income  »  1911.  yielding 
lower  average  total  household  incomes 
than  small  farms.  Small  farm  households 
averaged  $13,000  to  $24,443  versus 
$9,215  to  $12.35*  for  mid-sized  farms, 
while  the  196 1  median  household  income 
in  the  United  States  was  $20,243  (12). 

Some  of  the  struggling  small  and  mid- 
sized farmers  undoubtedly  need  lechm- 

S  FTSKIMKY  l*U 


cel.  managerial,  and  marketing  aeons, 
■act.  However,  nmny  of  mm  feme  are 
operated  an  hobby  or  tax-lose  euesr- 
prises.  It  my  not  be  m  the  pebic  inter* 
est  to  renlocnte  fusenrch  funds  to  bessstt 
primriry  2  mmmo  farms  tint  prodecr 
less  than  one-third  of  the  action's  farm 
products  until  much  more  Is  learned 


»mls  of  these  farmers. 

Whfle  arm  induction  has  become 
mrrmaagfrconce«*raied,ma 
tmlfarmrnafhmiiioaKme«.JUral 
popelntion  growth  exoseded  erbaa  aoae- 
mtion  growth  mm  1970s,  endmaam- 
ber  of  ami  farm  fa  CaWoram  ate  in- 
creased by  more  than  4  percent  asnmety 
since  im,  «*a  moot  of  the  lacmoe  la 
«ac  very  ami  dm  having  sales  of  lent 
U^S^^.ThsstrucWofs^ricui- 
tur*  L  hsrommg  pomrized:  large  tad 
specialized  fcmsrs  produce  70  percent 
of  the  nation'*  food  and  aaer.whne  nu- 
merous smaB  farmars,  who  depend  on 
their  aootarm  incomes,  contribute  little 
to  total  farm  output.  Mar  heal  anting 
plays  e  rose  In  this  evoMrg  structure  of 
the  VS.  (arming  industry,  permitting 
too*  farmers  to  manage  large  units  ehV 
dently  while  allowing  others  to  operate 
small  farms  as  part-time  or  hobby  opera- 


Scientists  who  bsheve  Jut  their  re- 
search has  neaped  to  make  agriculture 
the  crowa  jewel  of  the  Aaserkan  ccoao- 
my  might  be  surprised  by  the  CJtLA 
charge  that  miraanJiaiioa  mmch  has 
act  the  unerases  of  coaeam- 

ers"  because  merieaiiaihm  concen- 
trates production  and  raises  prices  to 
ctrtusrers. This  anaghn  ihTti  csachjetoa 
rests  on  a  pi  ram  mtarpriiiiiua  of 


try.  CM^smmnmtmroiafl  price  of 
ecaa  of  arocceecd  luiiini  rost  III 
percent  between  1964  and  1975,  conv 
pared  to  only  41.9  percoat  for  hand- 
pu^strswWrrks  and  74^  serosa  for 
aM  processed  fruits  and  vigmlln  (/.  p. 
H;  14). 

Botal  price  rismaiium  can  be  nas- 
kudmgforseveeyrssnos>s.Frn%s^ 
renectmintsiacicfe^emulaadeap- 
ptycce*tioue,soprkeesuouMto 
est  for  coaaauaami  whose  psr.capka 
cemm^iecreseusmmrsa^aad/ 
or  whose  yields  increase  slowly.  Hat 
tWi  and  l97Vs  warn  the  decades  of 
the  pizza  and  paste  revonstfeas.  In  the 
course  of  which  annuel  per  capita  con- 
sumption of  tomato  paste  ead  sauce 
>unped  1X5  percent,  from  10  pounds  m 


NMkn  «t  (Mt4,  t.SSi.OOO 
C«lt>  r  •€•!»!».  g  14?  SIIIUn 

h«i  u«m  itietM.     a  iss  emu* 


s.ooo    jo. ooo  so.ooo  too.ooo  j oo.ooo  *oo.ooo 

<•  1«  Is  U  U  m 

issa    is.sss  ss.eee   ss.ete  ise.eee  soo.ooo  mm* 

Salts  s*f  t*fM  <•) 
Fig  2.  Fsna  structnm  is  the  United  Sum.  1 911  (?7). 
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l%2  to  14.6  pounds  to  197?.  while  per 
capita  comumpdofl  of  ah*  processed  vee> 
eubtei  than  arc  canoed  increased  ooly 
17.7  percent,  from  45.2  to  53  J  poo***. 
Furthermore,  processmt  tomato  yield* 
in  Olrfoom  increased  1S.7  percent  be- 
tween 1964  and  1975,  compared  to  50.4 
percent  for  ttmwbtrrfr*.  the  coownodity 
CXLA  chow  for  conaperieon  {IS). 

CrLfc*  of  h*<  ham  ratio*  often  afiet* 
that  the  aunbry  of  ueKbsse-hervested 
products  to  inferior  to  hendJauvestnd 


the  tomato  harvester  is  respotssfete  for 
the  "hard"  toenntoes  sold  in  saccrmer- 
ket*.  This  is  false:  the  tomato  hr  iter 
was  developed  to  harvest  proa;  » to- 
matoes (that  is.  tomatoes  to  be  o.,„M), 
not  fresh  market  toeoatoes.  To  nuudmixe 
the  selling,  period,  most  fresh  tomatoes 
art  picked  when  they  are  green  and  then 
ripened  with  ethylene  ma.  This  proce- 
dure i*  followed  whether  the  tomatoes 
arc  picked  by  hand  or  machine.  Mechan- 
ical harvesting  improves  the  nutritional 
quality  of  many  commodities  because 
machines  permit  the  harvest  to  be  ac- 
corapKbed  quickly,  when  the  commod- 
ity U  at  its  peak  quality  US). 


RaraJUfe 

California  Rural  Lata)  Assistance 
charges  that  the  asechaoixation  projects 
of  UC  "have  had  a  severe  detrimental 
effect  on  the  qoaHty  of  hfe  ia  rural  Cat- 
forma . . .  (became)  residents  of  rural 
California  losmwmkh   with  the  larger- 


r  (/I).  Farmers  . 
ia  Diaubn  found  water  at  lumttvety  shal- 
low  depths*  so  family  farms  coald  pomp 
it  at  low  cost;  Arvm  fnrmars  had  to  drfll 
wehs  several  mmdred  met  deep.  Dmubn 
was  older  and  had  deveioped  mbor-in- 


Arvm  farmJand  had  beer  brought  into 


mechanization,  lam  nmch  mm  accem  to 
■  wide  variety  of  bosaatsses  and  private 
and  pobnc  services  than  those  who  hve 
in  oonmnmkice  whh  eaeagnr-scaie,  non- 
inechaarred  cropping  patterns"  (/,  p. 
It).  The  research  chad  to  aapport  this 
charae  is  a  1940**  comparison  of  two 
CaMwnmlowaaimal,aiijpa#y  wan  am> 
iar  escape  that  one  (Arvm)  was  aur- 
roonded  by  mrse  farms  and  the  other 
(Dmobe)wweano«s^byeamlfaraM 
<IT).  GcUschmidt  (17)  reported  that 
targe  farms  lead  to  more  income  maoamV 
ky.  fewer  nonbrm  bunmtsnas  and  pubfae 
services,  and  less  coaarnvnicy  spirit. 

It  is  very  hard  to  And  two  towns  that 
are  identical  fa  afl  respects  other  than  the 
size  of  their  eurtotjndmg  farms.  Careful 
reanah/sisof  the  data  on  Arvm  and  Di- 
nahs indicates  that  the  two  farming  corn- 


are  frown  on  mtpr  acreages  Defer- 
ences m  um^  printing  mcmoas,  son 
cknractsriattcs.  and  other  factors  ewdee- 
mine  the  cogency  of  C*UA'<  assertion 
thatfafmatesan^theouah^ofiwailbe 


More  racont  stomas  wmo  coaemds  that 
Imp  farms  can  dmahueh  An  oawkkyof 
Hat  in  rural  town*  (if)-  Bat  the  town*  in 
eusstioo  art  surrounded  by  enormous 
farms  avatujauj  mote  than  WOO  acres 


than  50,000  brigs  lis*  acta*.  These  farm* 
have  whose  fmetc  of  harvest  awraiait; 
for  example,  one  cotton  farmer  a  Cali- 
fbraia  operates  more  than  50  nwchaniril 
cotton  harvesters,  Oearty,  the  economic 


is  not  the  demraammf  force  bahmdauca 


Table  I  Labor  n 
stsMkiOcdtebord 


reoM^easeats  for  atejor  CtVonU  cwaawfltMihi, 


■  for 
%  not  easel  toul 


1976  COh  The  total  hears  tor  heavy 
Irrigation  sad  i  iai>n  is*  np  srsar  r  hoars  are 


NA, 


Acres 
(thcunads) 


Total  nam- 
(mOkm)  fc 

Heavy 

mer  hoars 
(adieus) 

Us* 

labor  hours 
<a*uoaa) 

Seoa*etiB*d 
labor  ham 
(namoM) 

Uiclinf 
mtJoa 
(percent) 

Frvtt* 

51.34 

2742 

14.92 

Ml 

J0.es 

12J9 

5.25 

3J6 

7 

2146 

11.70 

545 

4.11 

25 

149 

3.11 

342 

1.74 

0 

2*41 

19.73 

147 

547 

15.51 

1141 

042 

341 

0 

11.17 

tzt 

045 

244 

0 

1441 

1092 

347 

2J1 

9.62 

594 

1.92 

141 

70 

4.79 

4.94 

1.15 

0.73 

NA 

6.95 

4.73 

0.74 

1.44 

NA 

5.71 

4.22 

0.94 

OJI 

0 

3.70 

3.37 

0.11 

0.22 

10 

SJ9 

3.35 

\7t 

146 

0 

449 

2.70 

0.90 

0.53 

15 

3.22 

2J0 

OJI 

041 

0 

3.30 

2JI 

046 

043 

NA 

3.03 

2.11 

NA 

017 

0 

3.73 

245 

1.12 

0.56 

15 

2.23 

145 

049 

049 

NA 

l»47 

1643 

27.77 

2447 

IJt 

1249 

4J4 

147 

NA 

3.34 

4.47 

0J0 

0.59 

10 

14.54 

NA 

1.29 

4U5 

100 

442 

2.72 

0.55 

1.33 

35 

4jOJ 

2.19 

040 

149 

0 

4.1t 

143 

144 

1.11 

NA 

2J3 

tsi 

047 

0.49 

0 

1.77 

143 

NA 

044 

0 

49.57 

20.23 

13.72 

154 

11144 

107.1 

4149 

40.47 

Gripes 
Umin 

570,7 

1 11450 

2347 

39.300 

Wise 

2701 

2.750 

Table 

63.2 

76400 

OrsAae* 

197  7 

5430 

Navel 

1149 

NA 

Valencia 

124 

5430 

Pitches 

71  3 

12.970 

Qtogs 

491 

Fretstooe 

21.7 

47.5 

4490 

Pans 

24  7 

7.750 

Qwnrt 

134 

10.900 

Pears 

37J 

7450 

Appks 

216 

NA 

Ofavcs 

30.7 

NA 

13  1 

NA 

Avocados 

29.1 

NA 

Apricots 

27.9 

10.360 

Grapefruit 

16.5 

NA 

Subtotal 

I.IOIJ 

177.790 

Lsnuce 

156.1 

7.100 

Toamocs 

Fresh 

294 

21.150 

Processus] 

VAX 

NA 

Celery 

194 

NA 

BroccoU 

514 

NA 

CSauJoupes 

36.3 

3.720 

CaoUhrwcr 

26.2 

NA 

Asparagus 

32.1 

5.790 

Subtotal 

4207 

46.790 

Toul 

1.722.2 

224.310 

SaENCE.VOL.227 


ERIC 


342 


338 


lane  fanning  units.  This  extraordinary 
»  the  result  of  Und,  water,  and 
credit  factors,  not  mechanization  re- 
search. There  is  no  evidence  to  support 
CRLA's  inference  that  a  machine  that 
operates  at  lowest  cost  on  50  acres  of 
peaches  when  the  average  farm  has  30 
acres  will  diminish  the  quality  of  rural 
life. 


inf 'the  decision  to  mechanize  harvest- 
ing. Consumer  bnycctu  have  been  suc- 
cessful oecause  corporate  farms  often 
produce  a  branded  and  premhin>pnced 
product  that  is  vulnerable  to  a  boycott  or 
because  nonfarm  subsidiaries  and  retail- 
ers can  be  picketed  by  striking  form 
workers.  These  political  action  and  boy- 
cott weapons  are  not  directly  affected  by 
mechanization. 


CoHtcdve  Bargaining 

California  Rural  Legal  Assistance  al- 
leges that  "mechanization  projects  have 
assisted  and  will  continue  to  assist  Cali- 
fornia agribusiness  in  attempting  to 
thwart  the  efforts  of  farmworkers  to  act 
and  bargain  collectively  concerning  their 
working  conditions"  (/,  p.  19).  Such- 
research  allegedly  runs  contrary  to  the 
1975  California  Agricultural  Labor  Rela- 
tions Act,  which  grants  organizing  and 
bargaining  rights  to  farm  workers  and 
declares  that  "the  policy  of  rbe  State  of 
California  [is)  to  encourage  and  protect 
the  right  of  agricultural  employees"  to 
organize  and  bargain  with  their  employ* 
ers. 

Seven  unions  represent  about  one  in 
six  California  farm  workers  120).  The 
largest  union  is  the  United  Farm  Work- 
ers (UFW),  headed  by  Cesar  Chavez. 
The  UFW  members  are  concentrated  on 
corporate  fruit  and  vegetable  farms.  Al- 
though the  UFW's  policy  toward  media- 
mzation  has  not  been  consistent,  the 
union  typically  includes  a  mechanization 
clause  in  its.  contracts  that  requires  the 
employer  to  bargain  with  the  union  over 
the  introduction  of  laborsaving  equip- 
ment and  permits  the  union  to  call  a 
strike  if  no  agreement  on  laborsaving 
macr  ncs  is  reached.  The  UFW  is  not  a 
party  to  the  mechanization  lawsuit. 

Farm  worker  unions  have  four  sources 
of  bargaining  power,  strikes,  control 
over  the  supply  of  labor,  political  action, 
and  consumer  boycotts.  Since  consumer 
demand  for  food  is  inelastic,  stnkes  of- 
ten backfire  because,  by  reducing  pro- 
duction, tbcy  increase  the  prices  and 
profits  of  farmers  who  are  able  to  contin- 
ue harvesting.  Farm  worker  unions  find 
it  "urd  to  halt  produvtion  entirely  be- 
cause farm  labor  contractors  supply  far 
more  (illegal)  workers  than  do  union 
htnng  halls.  Thus  the  unions  devote  most 
of  their  resources  to  political  and  legal 
actions  and  to  consumer  boycotts.  Politi- 
cal action  has  won  for  these  unions  spe- 
cial legal  protections  such  as  quick  elec- 
tions and  a  make-whole  remedy  that  can 
provide  back  pay  to  workers  if  their 
employer  refuses  to  bargain  in  good  faith 
over  legitimate  bargaining  issues,  includ- 
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The  debate  over  farm  mechanization 
research  has  been  framed  by  critics  who 
read  the  broad  goals  of  federal  and  state 
atncultural  research  legislation  and 
charged  that  UC  researchers  helped  only 
agribusiness  instead  of  the  entire  rural 
community  they  are  supposed  to  serve. 
The  CRLA  lawsuit  was  viewed  initially 
«s  a  publicity -seeking  stunt,  but  after  the 
judge  dismissed  a  request  by  UC  that  the 
issue  be  resolved  in  a  legislature,  not  a 
court  of  law,  research  admmutrators 
were  forced  to  reevaluate  the  merits  of 
mechanization  research. 

Agricultural  research  has  been  an  im- 
portant stimulant  to  the  growth  m  U.S 
productivity  and  in  agricultural  exports. 
Economists  usually  oppose  applied  re- 
search by  universities  when  there  are 
few  externalities  and  private  firms  can 
capture  the  benefits  of  their  own  RAD 
efforts.  The  benefits  of  inventing  a  new 
machine  are  more  likely  to  be  captured 
by  the  developer  than  the  benefits  of 
creating  a  new  strain  of  wheat,  and  in 
fact  most  mechanization  research  has 
been  conducted  by  the  private  sector. 
But  development  of  the  tomato  harvest- 
er, the  machine  to  which  CRLA  devotes 
most  of  'tis  attention,  required  the  team- 
work  of  engineers,  plant  scientists,  and 
food  processing  researchers  in  a  way 
that  the  private  sector  was  unlikely  to 
accomplish.  Many  of  the  fruits  and  vege- 
tables that  continue  to  be  hand-harvest- 
ed will  require  a  similar  coordinated  ef- 
fort of  scientists  and  engineers  if  mecha- 
nization is  to  succeed.  When  society  can 
benefit  through  reductions  in  food 
prices,  there  may  be  an  economic  case 
for  supporting  public  research  even  if  no 
consideration  is  given  to  safety  and 
health  or  to  U.S.  immigration  problems. 
Land-grant  universities  can  coordinate 
such  research  efforts  efficiently. 

A  basic  question  is  whether  society 
should  continue  to  encoufcge  the  histori- 
cal  process  of  mechanizing  dangerous 
and  undesirable  jobs.  For  decades,  mak- 
ers of  public  policy  have  sought  to  elimi- 
nate such  jobs  by  promotins  research 
and  enacting  health  and  safety  standards 


that  make  workers  more  expensive  rela- 
tive to  machines,  dearly,  research  that 
drmrnates  stooping  and  lifting  can 
lengthen  the  working  hves  of  harvest 
employees  and  thus  can  help  to  achieve 
«portaat  social  goals.  Applied  universi- 
ty research  has  developed  b*±xaving 
harvest  machinery  and  io-field  conveyor 
belts  that  err  air  seasonal  jobs  for  local 
women.  UecSamzatioo  and  new  plant 
varieties  have  lengthened  harvest  sea- 
sons and  significantly  reduced  the  mt- 
grancy  of  farm  workers  IP/).' 

Cotton  and  sugar  beets,  which  de- 
pended on  armies  of  workers,  were 
Mechanized  in  the  IvSO's.  and  many  nuts 
(such  as  almonds  and  walnuts)  and  vege- 
table (uictt  as  processing  tomatoes) 
have  now  also  been  mechanized.  The 
major  labor-intensive  commodities  in 
California  that  continue  to  be  hand-har- 
vested include  grapes,  citrus  and  decidu- 
ous fruits,  lettuce*  fresh  tomatoes,  and 
other  vegetables.  Heavy  manual  tasks 
such  as  harvesting  accounted  for  56.6 
percent  of  the  189  million  man-hours 
needed  to  produce  California's  major 
hbor-intensivc  crops  in  1976  (Tabic  I). 
Without  further  mechamzatioo.  the  $7.1- 
binion  fnnt.  vegetable,  and  horticultural 
industry  in  California  will  continue  to 
employ  200.000  to  300.000  illegal  aliens 
or  undocumented  workers  (22). 

American  agriculture  has  become  in- 
creasingly integrated  into  the  interna- 
tional economy.  During  the  1970  s  the 
value  of  U.S.  farm  exports  increased 
more  than  five  times,  and  the  favorable 
balance  of  agricultural  trade  increased 
IMoM.  helping  to  offset  the  increased 
cost  of  oil  imports.  The  ability  to  com- 
pete differs  significantly  by  commodity, 
with  highly  mechanized  U.S.  crops  being 
the  most  successful  in  international  mar- 
kets. In  I9S3  the  United  States  exported 
three-fifths  of  its  wheat  production  but 
only  5  percent  of  its  fruit  and  vegetable 
output.  American  tanners  face  increas- 
ing competition  in  these  labor-intensive 
crops  from  Israeli  olives,  Turkish  raisins 
and  apricots,  Colombian  roses,  and  Bra- 
zilian and  Spanish  citrus.  The  fruit  and 
vegetable  industry,  which  has  already 
shifted  in  the  U.S.  from  the  northeastern 
garden  states  and  the  Midwest  to  the 
West  and  South,  is  becoming  a  global 
industry  that  searches  out  the  least  ex- 
pensive areas  for  production.  Slowing 
the  rate  of  mechanization  is  a  prescrip- 
tion for  increasing  the  industry's  vulner- 
ability to  foreign  producers  and  intensi- 
fying the  pressure  on  American  fruit  and 
vegetable  farmers  to  import  foreign 
workers  who  are  willing  to  work  for  low 
wages.  This  could  complicate  the  na- 
tion's already  senous  immigration  dUem- 
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mi  and  perpetuate  the  "harvest-of* 
shame"  wages  and  working  cooditioot 
that  isolate  the  harvest  labor  market 
from  other  US.  labor  markets. 

Instead  of  preserving  a  labor-intensive 
industry  dependent  oo  aben  workers  in 
the  United  States,  a  rational  strategy 
might  be  to  phase  out  dependence  on 
foreign  'vocim  by  mechanising  wherev- 
er possible  and  importing  more  of  the 
commodities  that  cannot  be  mcchantzttl. 
If  tmmigratico  reforms  reduce  ilkgai  Im- 
migration, farmers  will  demand  legal  for- 
eign workers,  as  during  the  bracero  pen- 
od.  An  integrated  pobcy  to  phase  out 
dependence  on  foreign  workers,  gener- 
ate research  funds,  and  establish  a  pro- 
gram to  assist  displaced  workers  could 
be  financed  by  a  foreigrvUbor  payroll  tax 
to  be  paid  by  the  employer  as  a  percent* 
age  of  his  wage  payments  to  legal  foreign 
workers  (23).  Farmers  who  did  not  rely 
on  foreign  workers  would  not  be  bur* 
dened  with  soch  a  tax,  whue  those  who 
depended  heavily  oo  foreign  workers 
could  generate  substantial  research  and 
assistance  funds  124). 

Fruit  and  vegetable  growers  paid  one- 
third  of  the  nation's  S12-bulion  farm 
wage  bQin  19*52,  If  half  of  lhb54-binioo 
wage  bill  were  earned  by  legal  aben 
workers  after  immigration  reforms  re- 
duced illegal  tmmignuioo.  a  10  percent 
employer  payroll  tax  would  generate 
$200  million  annually  to  reduce  the  fruit 
and  vegetable  industry's  dependence  on 
foreign  workers.  A  10  percent  tax  would 
be  reasonable  because  employers  would 
save  this  much  by  hiring  legal  foreign 
workers,  who  do  not  participate  in  the 
Social  Security  program  (7  percent)  and 
»1  most  unemployment  insurance  sys- 
tem* (3  percent).  A  $2CO-million  tax 
could  triple  the  total  amount  spent  annu- 
ally on  fruit  and  vegetable  engineering 
research  05.7  million)  and  on  farm 
worker  employment  and  training  pro- 
grams ($64  mfliwc).  Furthermore,  such  a 
tax  would  make  legal  foreign  farm  work* 
ers  more  expensive,  encouraging  farm- 
ers to  recruit  more  American  workers 
instead  of  simply  selecting  workers  from 


the  vast  labor  forces  of  Mexico  and  the 
Caribbean. 

The  CRLA  mfrhanirarion  lawsuit 
avers  that  UC  scientists  received  public 
funds  to  conduct  research  with  broad 
pobcy  objectives,  but  that  the  research 
conducted  benefited  only  agribusiness. 
CRLA  has  asked  a  judge  to  hah  the 
exrenditure  of  pubbc  funds  oo  mechani- 
zation  research  until  an  external  review 
procedure  is  established  to  ensure  that 
research  proposals  have  satisfied  the 
broad  policy  objectives  of  the  enabling 
legislation.  This  review  procedure  is  to 
be  augmented  by  a  farm  worker  assist- 
ance fund  equal  to  the  amount  earned 
from  m*^"1^*1^  patents  and  royal- 
ties. 

The  mechanization  lawsuit  touches  a 
responsive  chord  because  of  widespread 
sympathy  for  farm  workers.  CRLA  sup- 
porters consider  the  mechaniration  re- 
search conducted  by  UC  as  an  example 
of  bow  powerful  agribusiness  interests 
use  pubbc  institutions  at  the  trpffnte  of 
powerless  workers  and  consumers.  But 
the  empirical  evidence  mustered  by 
CRLA  is,  as  we  have  seen,  ambiguous  at 
best.  The  illegal  or  undoctxrnented  nature 
of  the  farm  work  force  Indicates  a  need 
to  support  mechanization  research  pro- 
grams in  order  to  create  more  desirable 
jobs  and  to  keep  the  American  fruit  and 
vegetable  industry  competitive  in  the  in- 
ternational cconocy. 
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RURAL  MAIN  STREET:  AN  AMERICAN 
INSTITUTION 


WEDNESDAY,  MAY  8,  1985 

Congress  of  the  United  JStates, 
Subcommittee  on  Agriculture  and  Transportation 

of  the  Joint  Economic  Committee,  * 

Washington,  DC 

The  subcommittee  met,  pursuant  to  notice,  at  10:10  a.m.,  in  room 
SR-485,  Russell  Senate  Office  Building,  Hon.  James  Abdnor  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Senators  Abdnor  and  D'Amato. 

Also  present:  Robert  J.  Tosterud,  deputy  director;  and  Dale  Jahr, 
professional  staff  member. 

OPENING  STATEMENT  OF  SENATOR  ABDNOR,  CHAIRMAN 

Senator  Abdnor.  The  Subcommittee  on  Agriculture  and  Trans- 
portation of  the  Joint  Economic  Committee  will  come  to  order. 

I'm  happy  to  welcome  our  witnesses  here  today,  and  some  of 
them  have  traveled  quite  a  distance.  I'm  particularly  proud  to  have 
a  gentleman  from  South  Dakota. 

Also,  I  would  like  to  note  that  Dr.  and  Mrs.  Merryaan  from 
Rapid  City  are  our  guests  here  this  morning.  His  son  works  here  in 
Washington.  We  welcome  everyone  to  the  hearing. 

This  is  a  very,  very  important  initial  hearing  for  us  here  in 
Washington  on  our  key  subject  of  rural  America,  and  I  think  we 
are  getting  off  to  an  unusbally  fine  start  with  the  witnesses  that 
we  will  have  testifying. 

Throughout  much  of  the  country,  the  economic  news  is  good.  The 
United  States  is  in  its  29th  month  of  economic  growth.  In  1984,  we 
achieved  our  greatest  growth  in  some  80  years.  But  we  must  also 
face  some  very  harsh  facts.  Not  all  of  America  is  enjoying  this  new 
prosperity,  or  the  new  growth  and  new  opportunities. 

Rural  America  specifically  represents  what  I  caU  the  forgotten 
economy.  Devastated  by  years  of  recession  in  the  agricultural  and 
natural  resource  industries,  hundreds  of  small  towns  and  main 
streets  are  on  the  verge  of  economic  extinction.  We  can't  allow  this 
to  happen.  And,  as  vice  chairman  of  the  Joint  Economic  Commit- 
tee, I  have  taken  this  committee  into  a  project  that  I  believe  to  be 
unprecedented  in  Congress  in  terms  of  its  scope  and  magnitude. 

I  am  undertaking  a  comprehensive  rural  issues  initiative  which 
will  explore  all  aspects  of  rural  America,  its  people,  its  heritage 
and  its  future. 
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The  topic  of  this  rural  agenda  includes  not  only  economic  devel- 
opment issues  but  also  other  vital  aspects  of  community  develop- 
ment which  foster  both  economic  growth  and  a  higher  quality  of 

These  include  education,  health  care,  community  services,  infra- 
structure improvement,  and  applications  of  new  technology,  just  to 

name  a  tew. 

Now  we  begin  this  process  we  started  back  in  February,  in  a 
small  progressive  town  in  South  Dakota.  And  in  that  hearing  in  a 
small  town  of  Freeman,  some  400  persons  came  to  participate  and 
make  suggestions  on  how  South  Dakotans.can  improve  their  way  of 
lite.  It  showed  me  that  there  is  a  belief  and  a  Siesire  in  this  country 
that  Congress  should  place  the  concerns  and  the  aspirations  of  all 
rural  America  on  its  agenda  of  priorities. 

So,  as  we  continue  this  process,  we  turn  our  attention  today  to 
American  institutions  that  all  of  us  share  in  common.  The  phrase, 
Mam  Street,  evokes  a  great  deal  of  memories  for  all  of  us  My 
father  operated  a  dry  goods  store  in  Kennebec,  SD  and  as  one  who 
provided  cheap  labor  for  that  business,  I  can  tell  you  that  I  have 
strong  feehngs  about  America's  Main  Street  merchants, 

The  business  difrtricts  of  our  rural  communities  not  only  provide 
material  needs  and  support  services,  but  they  also  give  our  commu- 
nities leadership  and  direction.  They  are  what  the  free  enterprise 
system  is  all  about. 

But,  now,  our  main  streets  are  facing  the  challenges  faced  by  all 
of  rural  America  as  we  see  fundamental  changes  taking  place  in 
our  world  economy.  Population  in  many  rural  areas  is  declining.  In 
fact,  one-fourth  of  all  counties  in  the  United  States  have  experi- 
enced decreases  since  1980. 

Furthermore,  the  rural  population  is  older  than  the  U.S.  popula- 
tion as  a  whole.  Also,  rural  household  income  is  40  percent  less 
than  metropolitan  household  income.  These  are  indeed  discourag- 
ing trends  and  they  must  be  addressed.  %  . 

But  there  are  other  factors  as  well  that  have  to  be  considered. 
We  are  realizing  more  all  the  time  that  our  rural  economy  affects 
and  is  affected  by  a  national  and  global  economic  trend.  Factors 
such  as  monetary  policy,  interest  rates,  exchange  rates  and  the 
world  prices  of  commodities  influence  our  rural  livelihood,  and  no 
economic  force  has  more  influence  than  the  technology. 

As  new  innovations  revolutionize  the  way  we  work  and  live, 
rural  America  must  play  a  role  in  developing  and  adapting  and 
using  this  new  technology. 

So  it's  with  great  pleasure  that  I  have  these  people  here  today.  I 
would  also  like  to  add  on  another  note  closely  associated  with  this 
that,  yesterday,  the  Senate  passed  my  resolution  limiting  farm  tax 
writeoffs  by  private  investors.  It  was  a  sense  of  Congress  resolution. 
There  is  widespread  abuse  of  this  program  and  my  proposal  is 
meant  to  protect  the  family  farm.  It's  something  I  have  been  con- 
cerned about  for  a  long,  long  time.  The  current  raid  on  the  Federal 
Treasury  by  so-called  gentlemen  farmers  is  not  gentlemenly  at  all 
It  is  out  and  out  robbery  and  it  should  be  stopped. 

It  is  a  crime  that  our  federal  tax  laws  allow  wealthy  individuals 
with  large  incomes  to  shelter  their  incomes  with  thousands  of  dol- 
lars of  farm  losses.  It  amounts  to  billions. 
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And  now  that  the  Senate  is  on  record  in  favor  of  my  proposal,  we 
are  much  closer  toward  leaving  farming  to  the  rural  fanners. 

It  is  with  great  pleasure  again,  gentlemen,  that  I  welcome  you 
here  today.  We  have  a  representation  of  hundreds  of  thousands  of 
Mam  Street  businessmen  and  those  affected  by  the  health  and 
strength  of  Main  Street,  and  look  forward  to  hearing  your  remarks 
andparbdpating  in  a  discussion  following  your  presentations. 

Without  objection,  I  have  further  remarks  to  include  in  the 
record. 

[The  written  opening  statement  of  Senator  Abdnor  follows:] 
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Written  Opening  Statement  of  Hon.  James  Apdnor 

"RURAL  MAIN  STREET:   AN  AMEHICAN  INSTITUTION" 

NO  COMMITTEE  ON  CAPITOL  HILL  KNOWS  BETTER  THE  GOOD  NEKS 
ABOUT  OUR  CURRENT  ECONOMIC  RECOVERY  AND  EXPANSION.  THE  U.S. 
IS  IN  ITS  29TH  MONTH  OF  GROWTH  AND  THE  YEAR  1984  ACHIEVED 
THE  HIGHEST  GROWTH  IN  SOME  30  YEARS.  BUT  LET'S  FACE  IT: 
NOT  ALL  OF  AMERICA  IS  ENJOYING  THIS  NEW  PROSPERITY.  NOT  ALL 
OF  AMERICA  IS  BENEFITTING  FROM  NEW  GROWTH  AND  OPPORTUNITY. 
IN  FACT,  RURAL  AMERICA  REPRESENTS  WHAT  I  CALL  THE  "FORGOTTEN 
ECONOMY."  DEVASTATED     BY       YEARS     OF     RECESSION     IN  TflE 

AGRICULTURAL  AND  NATURAL  RESOURCE  INDUSTRIES,  HUNDREDS  OF 
SMALL  TOWNS  AND  MAIN  STREETS  ARE  ON  THE  VERGE  OF  ECONOMIC* 
EXTINCTION. 

DURING  MY  PAST  FOUR  YEARS  ON  THE  JOINT  ECONOMIC 
COMMITTEE,  MY  EMPHASIS  HAS  BEEN  TO  TEACH  THE  WASHINGTON 
ESTABLISHMENT  TO  BECOME  MORE  AWARE  AND  APPRECIATIVE  OF  THE 
CONTRIBUTION  THAT  THE  RURAL  ECONOMY  IS  MAKING  TO  *HB  OVERALL 
U.S.  ECONOMY.  I  AM  HAPPY  TO  REPORT  TODAY  THAT  I  HAVE  MADE 
CONSIDERABLE  PROGRESS  ON  ACCOMPLISHING  THAT  OBJECTIVE. 
POLICYMAKERS  FROM  SUCH  DIVERSE  CORNERS  AS  THE  COUNCIL  OF 
ECONOMIC  ADVISORS  TO  THE  OFFICE  OF  THE*  U.S.  TRADE 
REPRESENTATIVE  HAVE  A  SENSITIVITY  TO  THE  HEARTLAND  THAT  THE 
REAGAN  ADMINISTRATION  DID  NOT  POSSESS   IN  1981. 
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BUT  I  CERTAINLY  AM  NOT  GOING  TO  REST  WITH  THAT 
SATISFACTION.  WE  HAVE  JUST  LAID  THE  FOUNDATION  TO  DATE. 
NOW  WE'RE  GOING  TO  BUILD  ON  IT  IN  A  MANNER  UNRIVALED  FOR 
DECADES.  AS  VICE  CHAIRMAN  OF  .THE  JOINT  ECONOMIC  COMMITTEE, 
1  AM  UNDERTAKING  A  COMPREHENSIVE  RURAL  ISSUES  INITIATIVE 
WHICH  WILL  EXPLORE  ALL  ASPECTS  OF  RURAL  AMERICA  —  ITS 
PEOF  ,E,    ITS  ECONOMY,   ITS  HERITAGE  AND  ITS  FUTURE. 

THIS  RURAL  INITIATIVE  BEGAN  LAST  FEBRUARY  IN  A  SMALL, 
PROGRESSIVE  TOWN  IN  SOUTH  DAKOTA.  THE  15  HUNDRED  RESIDENTS 
OF  FREEMAN,  SOUTH  DAKOTA  HOSTED  THE  MOST  HEARTWARMING  AND 
REWARDING  COMMITTEE  HEARINGS  I  HAVE  EVER  BEEN  PARTY  TO. 
SOME  40O  PERSONS  CAME  TO  PARTICIPATE  AND  MAKE  SUGGESTIONS  ON 
HOW  SOUTH  DAKOTANS  CAN  IMPROVE  THEIR  WAY  OF  LIFE.  THIS 
EVENT  WAS  THE  KICKOI'F  FOR  MY  TASK  FORCE  ON  THE  SOUTH  DAKOTA 
ECONOMY.  1HIS  GRASS-ROOTS  GROUP  HAS.  150  MEMBERS  FROM. 
THROUGHOUT  THE  STATE  WHO  HAVE  VOLUNTEERED  TO  SERVE  AS  MY 
STEERING  COMMITTEE  TOR  MY  NATIONAL  RURAL  INITIATIVE. 

SINCE  THE  FREEMAN  HEARING,  I  HAVE  HELD  ADDITIONAL 
MEETINGS  OF  MY  SOUTH  DAKOTA  TASK  FORCE.  WITH  THE 
RECOMMENDATIONS  AND  SUGGESTIONS  OF  THESE  ABLE  VOLUNTEERS,  I 
HAVE  PUT  TOGETHER  MY  NATIONAL  AGENDA,  WHICH  IS  THE  SERIES  OF 
HEARINGS  BEGINNING  TODAY . 

THE  TOPICS  OF  MY  RURAL  AGENDA  INCLUDE  NOT  ONLY  ECONOMIC 
DEVELOPMENT  ISSUES,  BUT  ALSO  OTHER  VITAL  ASPECTS  OF 
COMMUNITY  DEVELOPMENT  WHICH  FOSTER  BOTH  ECONOMIC  GROWTH  AND 
A  HIGHER     QUALITY  WAY     OF  LIFE.       THESE     INCLUDE  EDUCATION*. 
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HEALTH  CARE,  COMMUNITY  SERVICES ,  INFRASTRUCTURE  IMPROVE- 
MENTS,   AND     APPLICATIONS  OF     NEW  TECHNOLOGY  TO  NAME  A  FEh . 

MY  RURAL  INITIATIVE  ALSO  KILL  FOCUS  ON  FUNDAMENTAL 
PUBLIC  POLICY  CONSIDERATIONS  DURING  THIS  ERA  OF  DYNAMIC 
CHANGES  IN  THE  U.S.  AND  WORLD  ECONOMIES.  AMERICA  CAN  ILL- 
AFFOHD  TO  HAVE  ITS  HEARTLAND  LAG  BEHIND  THE  RAPID  CHANGES 
TAKING  PLACE  TODAY.  THE  CONTRIBUTION  AND  POTENTIAL  OF  RUHAL 
CITIZENS  CANNOT  BE  OVERLOOKED,  DISREGARDED  AND  FORGOTTEN. 
THAT  MISTAKE  WILL  IMPEDE  THE  PROSPERITY  OF  ALL  AMERICANS. 

YOU  CERTAINLY  WILL  BE  HEARING  MORE  FROM  ME  AND  MY  RURAL 
TASK  FORCE  IN  THE  WEEKS  AND  MONTHS  TO  COME,  AND  I  INVITE  ALL 
OF  YOU  HERE  TODAY  —  MV  COLLEAGUES,  THE  PUBLIC,  AND  THE  NEWS 
MEDIA  --  TO  JOIN  ME  IN  THIS  ENDEAVOR.  I  GUARANTEE  IT  WILL 
PAY  HANDSOME  DIVIDENDS  TO  EACH  AND  EVERY  ONE  OF  US  WELL  INTO 
THE  FUTURE. 

MY  DESIRED  OUTCOME  IS  FOR  THE  RESOURCES  OF  THE  JOINT 
ECONOMIC  COMMITTEE  TO  OUTLINE  A  RURAL  DEVITALIZATION  PROGRAM 
WHICH  WILL  REALIZE  THE  TRUE  POTENTIAL  OF  THE  HEARTLAND. 

THANK  YOU  FOR  ALLOWING  ME  TO  PRO\ IDE  AN  OVERVIEW  OF  MY 
RURAL  INITIATIVE.  I  THOUGHT  A  LITTLE  DESCRIPTION  WOULD  BE 
HELPFUL  FOR  THOSE  WHO  WISH  TO  KEEP  APPRISED  OF  OUR 
ACTIVITIES. 

TODAY  WE  TURN  OUR  ATTENTION  TO  AX  AMERICAN  INSTITUTION 
THAT  ALL  OF  US  SHARE  IN  COMMON.  THE  PHRASE^  "MAIN  STREET" 
INVOKES   AS     MANY  MEMORIES     AS  ANY     PHRASE  CAN.       WE     ALL  CAN 
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RECALL  THRILLING  MOMENTS  OF  OUR  CHILDHOOD  AND  YOUTH 
REVOLVING  AROUND  EVENTS  ON  MAIN  STREET. 

AS  WE  GREW  OLDER,  WE  LEARNED  THAT  MAIN  STREET  IN  OUR 
HOMETOWNS  WAS  THE  NERVE  CENTER  OF  THE  COMMUNITY.  NOT  ONLY 
DID  MAIN  STREET  PROVIDE  THE  MATERIAL  NEEDS  AND  SUPPORT 
SERVICES  FOR  OUR  FAMILIES  AND  BUSINESSES,  BUT  MORE  OFTEN 
THAN  NOT ,  ALSO  PROVIDED  COMMUNITY  LEADERSHIP  AND  DIRECTION. 
THE  VOLUNTEERING  SPIRIT  AND  CIVIC  RESPONSIBILITY  OF  MAIN 
STREET  BUSINESS  OWNERS  AND  OPERATORS  HAVE  BEEN  THE  BACKBONE 
OK  SUCCESSFUL  COMMUNITIES  EVERYWHERE. 

FREE  ENTERPRISE  IS  EPITOMIZED  ON  RURAL  MAIN  STREETS. 
IN  FACT,  THE  ESSENCE  THAT  MADE  AMERICA  GREAT  Vi  \"  BORN  ON 
MAIN  STREET:  INDIVIDUALISM,  PERSONAL  INITIATIVE,  AMBITION, 
SELF  RELIANCE,     RESPONSIBILITY  AND  REWARD  FOR  YOUR  EFFORT. 

OBVIOUSLY,  MAIN  STREET  IS  A  VERY  POWERFUL  ENGINE  OF  OUR 
ECONOMY.  NATIONWIDE,  OVER  13  MILLION  SELF-EMPLOYED  PERSONS 
AND  SMALL  SOLE  PROPkIETORSHIPS  PROVIDE  GOODS  AND  SERVICES 
FOR  THE  PUBLIC.  NOT  AL1  OF  THESE  SMALL  BUSINESSES  ARE  ON 
MAIN  STREET,  BUT  THEY  DEFINITELY  ARE  PART  OF  THE  LOCAL 
ECONOMY  AND  THEY  CREATE  JOBS  AND  OPPORTUNITIES  FOR  OTHERS. 
IN  FACT,  OVER  300,000  NEW  BUSINESSES  CREATED  IN  ;984 
CONTRIBUTED  GREATLY  TO  OUR     STRONG  ECONOMIC  GROWTH. 

BUT  THIS  GREAT  INSTITUTION  MAIN  STREET  IS  FACING  BIG 
CHALLENGES  OF  THE  1980S.  INDEED,  AN  ECONOMIC  IDENTITY 
CRISIS     IS       OCCURRING     IN     RURAL     AMERICA     TODAY.  BUSINESS 
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BANKRUPTCIES  PLAGUE  LOCAL  ECONOMIES  AND  FACTORY  LAYOFFS 
CURTAIL  RETAIL     SPENDING.       AND  THE     RURAL  ECONOMY  IS  FACING 


NATURAL  RESOURCES,  A  FACT  TO  WHICH  OUR  WITNESS  FROM  SOUTH 
DAKOTA  CAN  ELABORATE.  FORTUNATELY  FOR  SOUTH  DAKOTA,  TRE 
BUSINESS  BANKRUPTCY  SITUATION  IMPROVED  RELATIVE  TO  TRE  U.S. 
IN  1984. 

RURAL  AMERICA  IS  WITNESSING  FUNDAMENTAL  CHANGES  TAKING 
PLACE  IN  THE  ECONOMY.  THE  POPULATION  IN  MANV  RURAL  AREAS  IS 
DECLINING.  IN  FACT,  ONE-FOURTH  OF  ALL  COUN1IES  IN  THE  U.S. 
HAVE  EXPERIENCED  POPULATION  LOSSES  SINCE  1980.  FURTHER- 
MORE, THE  RURAL  POPULATION  IS  OLDER  THAN  THE  U.S.  POPULATION 
AS  A  WHOLE.  RURAL  HOUSEHOLD  INCOME  IS  40  PERCENT  LESS  THAN 
METRO  INCOME.  THESE  TRENDS  ARE  NOT  ENCOURAGING,  BUT  TREY 
ARE  NOT  THE  ONLY  FACTORS  WHICH  GIVE  CAUSE  FOR  CONCERN. 

AT  THE  SAME  TIME  THESE  CHANGES  ARE  TAKING  PLACE,  THE 
RURAL  ECONOMY  HAS  BEEN  THRUST  INTO  THE  U.S.  ECONOMY  AND 
GLOBAL  ECONOMY  AS  WELL.  NO  LONGER  IS  THE  RURAL  ECONOMY 
INSULATED  FROM  MACROECONOMIC  CHANGES,  SUCH  AS  FISCAL  AND 
MONETARY  POLICY,  INTEREST  RATES,  EXCHANGE  'RATES  AND  WORLD 
PRICES  OF  COMMODITIES.  AND  PROBABLY  NO  ECONOMIC  FORCE  HAS 
MORE  INFLUENCE  ON  SOCIETY  THAN  TECHNOLOGY.  OUR  MODERN 
ECONOMY  IS  ON  THE  VERGE  OF  NEARLY-MIRACULOUS  INNOVATIONS 
WHICH  WILL  REVOLUTIONIZE  THE  WAY  WE  WORK  AND  LIVE.  IT  IS  IN 
THIS  DYNAMIC  SETTING  TRAT  RURAL  AMERICA  MUST  DISCOVER  ITS 
FUTURE. 

WITH  GREAT  PLEASURE  I  WELCOME  OUR  DISTINGUISHED 
WITNESSES.  WE  HAVE  REPRESENTATION  OF  HUNDREDS  OF  THOUSANDS 
OF  MAIN  STREET  BUSINESSES  *.ND  THOSE  AFFECTED  BY  THE  HEALTH 
AND  STRENGTH  OF  MAIN  STREET.  J,  LOOK  FORWARD  TO  HEARING  YOUR 
REMARKS  AND  PARTICIPATING  IN  A  DISCUSSION  FOLLOWING  YOUR 
PRESENTATIONS.     THANK  YOU  ALL  FOR  COMING  TODAY. 


THE  FIFTH     STRAIGHT  YEAR  OF 


RECESSION  IN     AGRICULTURE  AND 
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Senator  Abdnor.  As  our  first  witness,  we  will  call  on  Mr.  John 
Motley,  Director  of  Federal  Legislation  for  the  National  Federation 
of  Independent  Business. 

John,  we  certainly  welcome  you  to  the  subcommittee.  I  know  of 
the  many,  many  members  you  have  out  in  places  like  Kennebec, 
SD,  and  we  appreciate  having  the  background  of  your  knowledge 
and  experience.  Thank  you. 

STATEMENT  OF  JOHN  J.  MOTLEY  III,  DIRECTOR  OF  FEDERAL 
LEGISLATION,  NATIONAL  FEDERATION  OF  INDEPENDENT 
BUSINESS 

Mr.  Motley.  Thank  you,  Mr.  Chairman.  On  behalf  of  NFIB's 
550,000  members  across  the  country,  most  of  whom  reside  in  non- 
metropolitan  America,  I  want  to  thank  you  for  the  opportunity  to 
come  and  appear  before  your  subcommittee  today  to  discuss  rural 
main  street  and  the  businesses  that  populate  it'. 

Roughly  one-third  of  NFIB's  members  are  located  in  rural  areas 
of  the  country.  Four  out  of  every  five  of  our  members  are  located 
outside  of  standard  metropolitan  statistical  areas.  We  have  ap- 
proximately 4,000-5,000  members  in  the  State  of  South  Dakota,  so 
rural  problems— small  farm  problems— are  certainly  those  over 
which  NFIB  members  across  this  country  are  very  much  con- 
cerned 

I  think  that  there  is  absolutely  no  denying  the  fact  that  small- 
town businesses  today,  especially  those  that  are  located  in  rural 
America— which  is  dependent  upon  the  farm  economy— are  hurt- 
ing. There  is  no  way  their  economic  futures  and  livelihoods  can  be 
separated  from  what  is  happening  to  agriculture  in  this  country 
today. 

I  think  it's  simply  a  matter  of  common  sense  that  if  the  farm 
economy  is  not  doing  well,  farmers  aren't  purchasing  equipment 
and  supplies,  nor  are  they  purchasing  consumer  goods.  Thus,  the 
businesses  that  populate  Main  Street  across  this  country  are  not 
getting  a  normal  level  of  business;  their  margins  are  smaller,  th$ir 
chances  of  going  out  of  existence  are  greater.  And,  of  course,  this 
has  a  rippling  effect  because  the  local  community,  through  its 
banks,  has  invested  heavily  in  these  businesses  and  in  these  farms. 
As  the  situation  grows  worse,  the  position  of  the  banks  and  the 
credit  situation  in  those  communities  grows  a  lot  more  tenuous.  So 
there  is  really  no  denying  the  interdependence  of  rural  small  busi- 
nesses and  the  agricultural  economy  of  the  country. 

For  the  last  10  years  NFIB  has  published  a  quarterly  economic 
report  of  small  business.  It  has  proved  to  be  remarkably  accurate 
in  predicting  economic  trends  measuring  optimism  in  the  small 
business  community,  making  employment  projections,  gauging  ex- 
penditures and  other  types  of  plans.  It  is  used  rather  extensively  in 
Government  and  in  the  private  markets  today  as  a  barometer  of 
what  is  happening  in  the  small  business  community  across  this 
country.  . 

As  a  whole,  small  business  is  very  optimistic  about  the  economic 
ftiture  of  the  country;  indications  are  these  firms  are  doing  very, 
very  well.  Small  business  came  out  of  the  recession  lean,  mean, 
and  ready  to  be  very  productive.  Therefore,  small  business  profits 
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SSfe'-n  «f  S-be-h?her  than  they  have  been  in  the  last  several  dec- 
(S?'  aj  «J  this  is  true  except  for  two  striking  exceptions. 
The  first  is  that  small  firms  directly  engaged  in  agriculture  are 

SLlMS"*?  0thera'  °W  a  very  nfSw  majrity 
expecting  things  to  improve.  ^  J 

cJStrfl^dnf^u  Pti°n  ?  that  flrms  fro"  the  West  North- 
nSS fUSfii0*  the  C0Untl7  P6  fay  far  the  least  optimistic  of  busi- 
K?nf  ^measured  by  geographic  location.  This  area  to- 
ft* n  ut  fa?°  of  I°wa.  Kansas,  Minnesota,  NebraskaTand 
^^o^Forthe  record,  atttjisDoint,  Mr.  Chairman,  I'd  hketo 
submit  the  latest  copy  of  NFIB's  Quarterly  Economic  Report  on 
Small  Business,  which  is  dated  January  1985.  ^  on 

Senator  Abdnor.  Without  objection,  it  will  be  made  part  of  the 
record  and  we  are  happy  to  have  that. 

Mr.  Motley.  So  I  think  the  picture  I  am  painting  here  is  that 
you  can  separate  Main  Street  small  businessW-rS  smal?  buS- 
hfffl^fiS7"6'0111  the  good.  eco"omic  times  that  are  being  had 
2L  «Lf«S  bUS1^  a?mmunty  of  this  country  as  a  whole?  and 

^  816  dom?  I688  weU  and  are  a  great  deal  less  optimis- 
tic  about  then-  economic  future. 

noi!5!,  b?f? *  8ide  uf  this  18  we' m  NMB.  believe  that  the 
causes  of  these  prob  ems  can  be  treated,  and  that  there  are  some 
solutions  out  there  that  Congress  can  pursue  which  wouldteSdto 
improve  the  situation  of  these  firms. 

fAikL^u*'8  obvious  that  something  has  to  be  done  to  treat 
the  failure  of  the  national  farm  policy  of  this  country.  NFIB  does 
n&wtend  be  an  «Pert  on  farm  policy.  As  a  matter  of  fact,  it's 
Pf^ably  an  issue  that  we'd  like  to  stay  away  from,  except  that  so 
many  of  our  members  are  directly  dependent  upon  what  is  happen- 
ing in  agriculture  that  we  feel  that  we  have  to  begin  to  take  a 

tneTexfyea? CUJTent  °ne  Coo^eaB^a  shapeover 

aJHe  be^eve  that  whether  it  is  reforming  current  policy  or  doing 
away  with  it  and  moving  toward  a  more  market-oriented  farm 
&ZJ?methmge  mu8t  be  done  soon  by  the  Congress  to  address  the 
ineffectiveness  of  farm  policy  m  this  country.  Sight  now;  NFIB  is 
polling  a  series  of  questions  related  to  farm  policy  in  its  mandate 
As  soon  as  the  results  of  these  surveys  are  in,  we  will  share  them 
with  this  committee  and  with  others  interested  in  farm  issnes,  so 
H^y°"  b*ve  the  current  views  oi  rural  small  business  on  these 
important  matters. 

The  second  thing  that  we  think  must  be  done  is  for  the  Congress 
to  come  to  grips  with  the  deficit.  It's  obvious  that  the  deficitSs 
caused  many  of  the  problems  that  we  are  now  facing  in  the  agricul- 
S  £?*?uy-  No*  J*068, ifc  cause  interest  rates  to  remain 
high,  but  it  has  contributed  to  the  tremendous  strength  of  the  U.S. 
doUar  abroad,  which  has-m  turn-shrunk  the  trade  market  for 
U.S.  agricultural  produce  abroad. 

Thus  our  second  priority  for  improving  the  outlook  for  rural 
mainstreet  is  to  deal  with  the  deficit,  and  we  would  encourage  you 
to  urge  your  colleagues  to  be  very,  very  tough  in  the  next  coSple  of 
weeks  and  try  to  report  a  deficit  reduction  package  that  will  have 
the  impact  that  is  needed  to  begin  to  drive  down  interest  rates  and* 
to  create  better  markets  abroad  for  American  farm  products 
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Our  third  objective— and  this  really  pertains  more  to  small  busi- 
ness in  particular  than  to  the  whole  rural  economy — is  to  begin  to 
look  at  ways  to  separate  the  connection  between  rural  small  busi- 
ness and  the  rural  agricultural  economy;  in  other  words,  to  look  at 
ways  in  which  the  rural  economy  can  be  diversified  so  that  it  is  not 
totally  dependent  upon  agriculture.  ; 

We  have  tremendous  improvements  in  transportation  and  com-  « 
munications  which  have  been  occurring  in  this  country  in  recent  t 
years,  and  we  believe  at  NFIB  that  these  improvements  are  going  } 
to  open  up  new  vistas  for  different  types  of  small  businesses  to  op-  $ 
erate  in  the  decades  ahead.  We  would  urge  you  as  representatives  *j 
of  rural  America  to  begin  to  look  at  ways  to  diversify  the  rural  { 
economy,  looking  to  new  economic  opportunities  such  as  working  j 
in  the  home  with  computers,  credit  card  processing,  insurance  J 
claims  processing,  and  all  the  various  different  types  of  new  indus-  ;^ 
tries  which  will  spin  off  of  this  and  which  could  be  introduced  and  \  l 

would  grow  in  rural  America.  ,  \ 

Rural  America  offers  tremendous  employment  advantages:  a  rel-  J 
atively  high  education  level  for  employees,  low  cost  of  living,  and  a  ; 
tremendous  work  ethic,  all  of  which  American  business  tends  to  Jt 
evaluate  before  it  makes  its  decision  to  locate.  I  think,  with  the  j 
focus  of  the  Members  of  Congress  who  are  concerned  about  the  7\ 
future  of  Main  Street  and  the  future  of  rur»l  America,  that  you  '5 
can  probably  come  up  with  some  ways  to  encourage  this  process  j 
and  to  speed  it  along.  f\ 

To  conclude,  Mr.  Chairman,  while  we  feel  that  the  current  situa-  ? 
tion  as  portrayed  in  NFIB's  quarterly  economic  report  is  certainly 
bleaker  for  Main  Street  business  than  it  is  for  other  small  business-  j 
es  across  the  country,  we  also  believe  that  the  problem  is  treatable.  %  I 

We  believe  that  something  has  to  be  done  about  farm  policy  to 
make  it  work.  We  believe  that  something  must  be  done  about  the 
deficit,  or  soon  not  only  rural  business  will  be  suffering  but  all 
small  business  across  this  country. 

Finally,  we  believe  that  there  are  opportunities  out  there  in  the 
changing  American  economy,  in  the  changing  technology  of  this  ; 
country,  to  make  rural  America  a  seed  bed  for  growing  new  small 
businesses.  We  would  commend  those  thoughts  to  you  and  your 
subcommittee  for  further  investigation.  .* 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Motley,  together  with  the  -«port 
referred  to,  follows:] 
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Prepared  Statement  of  John  J.  Motley  in 
Mr.  Chairman,  ay  name  it  John  Motley,  and  I  an  Director  of 
Federal  Legislation  for  the  National  Federation  of  Independent 
Business  (NFIB) .    On  behalf  of  the  more  than  500,000  small  firm* 
that  make  up  NFIB.  I  want  to  thank  you  for  thit  opportunity  to 
ditcuts  rural  mainstreet~its  present  condition  and  the  outlook  for 
the  future. 

One  third  of  NFIB's  members  are  located  in  rural  areas.    If  they 
are  not  directly  involved  in  the  farm  economy,  almost  all  of  them 
are  in  some  manner  dependent  upon  it  for  their  livelihood.  Thus, 
while  my  remarks  today  will  focus  on  . the  prospects  for  firms  up  and 
down  America's  rural  mainstreets.  it  must  be  acknowledged  that  the 
fate  of  these  businesses  is  tied  to  the  fate  of  the  nation's  farms. 
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The  interdependence  of  farms  and  other  rural  businesses  is 
demonstrated  well  by  the  current  farm  crisis.    The  decline  in  farm 
income  has  had:a  ripple  effect  on  farm-related  and  non-farm 
businesses  alike.    It  is  easy  to  map  this  development:    farm  income 
has  been  debilitated  by  the  handicaps  of  a  strong  trade  dollar  and 
more  than  adequate  domestic  commodity  supplies.    At  the  same  time, 
land  values  in  rural  areas  have  been  declining  drastically,  even  as 
real  interest  rates-  have  remained  high.    The  combination  of  these 
factors  has  slowly  impoverished  all  but  the  very  best-capitalized 
f an.a ,  generating  a  persistent  recession  localized  in  America's 
rural  areas. 

The  specific  problem  of  declining  farm  income  has  become 
generalized  in  the  rural  economy.    Farmers  have  put  off  purchasing 
farm  equipment  and  cut  back  on  other  supplies,  causing  hardship 
first  for  producers  of  durable  goods,  and  increasingly,  for  local 
merchants.    The  decline  in  farm  income  has  also  meant  trouble  for 
rural  banks,  which  have  been  failing  in  record  numbers.    As  these 
banks  have  become  unstable,  small  firms  which  depend  upon  commercial 
credit  have  suffered.    Thus,  the  condition  of  small  businesses  on 
rural  mainstreet  has  become  as  troubled  as  the  farm  community  around 
it.    Studies  conducted  by  NFIB  confirm  this  fact. 

Each  calendar  quarter  NFIB  produces  an  economic  report  for  small 
business.    This  report  has  been  remarkably  accurate  in  predicting 
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trend!  in  wall  business  economic  activity,  measuring  optimis*. 
expected  capital  outlays,  expected  hiring,  and  other  indicea  of  the 
economic  outlook  for-  thit  lector.    I  aa  submitting  with  my  testimony 
today  a  copy  of  our  latett  report,  which  I  commend  to  the 
Committee',  review.    In  it  you  will  find  that  ..all  bu.ine..  remain, 
very  optimi.tic  about  the  economy,  both  aero.,  geographic  and 
indu.try  line..    There  are  two  striking  exception,  to  thi.  opti.i.m. 
however.    Small  firm*  in  the  agriculture  indu.try  were  by  far  the 
lea.t  optimi.tic  about  their  economic  future,  with  only  a  narrow 
majority  believing  that  thing,  would  JLook  up  for  them  in  the 
following  three  to  .ix  month..    By  geographic  location,  re.pondent. 
in  the  Ue.t  Worth  Central. part  of  the  country  (Iowa.  Kansas. 
Minnesota.  Missouri.  Nebraska,  and  the  Dakotas)  were  the  least 
optimistic,  with  only  7*  expecting  better  economic  condition.. 
These  result,  contrasted  sharply  with  the  optimism  felt  elsewhere 
and  underscored  the  fact  that  the  recovery  has  not  reached  rural 
America,  including  the  small  businesses  on  our  rural  mainstreets. 

If  the  perspective  presented  here  of  rural  mainstreet  appears 
grim,  the  future  need  not  be  so.    In  our  view  the  farm  crisis  and 
the  consequent  stagnation  of  the  rural  economy  have  root  causes  that 
are  treatable     But  ensuring  a  better  future  for  our  farms  and  for 
other  businesses  in  rural  communities  will  depend  upon  recognizing 
these  causes  and  facing  up  to  the  hard  choices  they  dictate. 
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The  major  sources  of  the  economic  crisis  in  rural  America  are 
apparent  to  most  observers,  so  I  will  not  discuss  them  in  detail 
here.    Suffice ;it  to  say  that  the  rural  economy  suffers  from  a  lack 
of  diversity,  with  farmers  and  non-farmers  alike  dependent  upon  the 
vitality  of  agricultural  markets.    Current  farm  policy  does  not 
allow  for  the  efficient  communication  of  information  about  these 
marketplaces  (in  the  form  of  price  discipline)  to  agricultural 
producers,  and  for  this  reason  supply  has  consistently  outstripped 
demand. 

While  NFIB  does  not  profess  any  expertise  in  farm  policy,  it 
appears  to  us  through  our  surveys  and  other  evidence  that  present 
farm  policy  is  not  working.    Our  studies  suggest  adjustment  must 
come  to  our  farm  policy  and  to  the  agricultural  economy.  Congress 
must  investigate  ways  to  provide  a  transition  to  this  adjustment  and 
identify  long-term  approaches  that  can  restore  farm  income.    NFIB  is 
currently  polling  its  members  to  discover  whether  they  favor  a 
reform  of  existing  farm  policies  or  the  gradual  phase-in  of 
market-oriented  policies.    Once  these  results  become  available,  we 
will  share  them  with  this  committee  and  others  in  Congress. 

Obviously  much  of  the  difficulty  the  rural  economy  now  faces 
relates  to  matters  other  than  our  farm  policy.    In  particular,  the 
persistence  of  deficit  spending  has  created  an  artificial  demand  for 
credit  (increasing  interest  rates)  and  contributed  to  the  high 
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external  value  of  the  dollar  (limiting  trade  opportunities  for 
farmers).    NFIB  favors  a  comprehensive  budget  freeze  plus  additional 
spending  reductions  to  reduce  the  deficit  and  to  improve  credit  and 
trade  opportunities  for  farms  and  other  small  businesses. 

The  vulnerability  of  the  rural  economy  ougt  be  remedied,  in  our 
view,  by  pursuing  two  broad  policies.    The  first  of  these  must  be  to 
restore  stability  to  the  farm  economy  itself,  which  cannot  be  done 
without  some  economic  or  social  cost.    Thus,  as  I  have  already 
noted.  Congress  must  take  steps  to  reform  farm  policy  so  that  farm 
income-and  the  rural  income  on  which  it  depends-can  be  restored  to 
reasonable  levels.    This  change,  coupled  with  deficit  reduction  and 
agricultural  trade  negotiations,  could  help  restore  a  vital  farm 
economy. 

The  second  broad  approach  toward  improving  the  rural  economy  is 
to  undertake  efforts  to  diversify  that  economy.    I  understand  that 
economic  development  will  be  the  topic  of  another  hearing  before  the 
Committee,  so  I  will  touch  only  briefly  on  approaches  to  developing 
diversification.    Improvements  in  transportation  and  communication 
increasingly  have  made  possible  the  dispersal  of  certain  kinds  of 
economic  activity.    It  is  possible  to  foresee  the  growth  of  a  whole 
range  of  service  and  light  manufacturing  industries  in  rural 
communities.    Rural  workers,  farmers  in  particular,  are  often  easier 
to  train  and  harde.  working  than  many  of  their  urban  and  suburban 
counterparts.    Because  the  cost  of  living  is  lower  in  rural  areas. 
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labor  costs  are  also  lower.    These  attributes  of  the  rural  workforce 
hold  great  potential  waiting  to  be  realizeo.    Obvious  examples  of 
how  this  workforce  can  be  tapped  abound — credit  card  servicing 
functions,  insurance  claims  handling,  telemarketing,  and  a  gamut  of 
other  service-oriented  work  could  be  introuticed  in  rural  communities. 
The  expansion  of  non-agricultural  employment  in  rural  areas  will 
have  a  generalized  effect  on  the  rural  economy;  a  workforce  of 
diversifying  talents  will  itself  become  a  magnet  for  diverse 
businesses  to  locate  on  rural  mainstreet. 

In  sum,  the  condition  of  rural  mainstreet  today  is  not  good,  nor 
are  the  small  firms  located  there  optimistic  about  the  future.  Yet 
there  remains  great  potential  for  growth  in  our  rural  communities,  a 
potential  that  can  be  realized  if  we  are  prepared  to  effect  changes 
in  some  of  the  basic  policies  that  influence  the  rural  economy.  As 
always,  hardship  affords  opportunity  for  reform. 
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A  strong  fourth  quarter  rounded  out  what  probably  has  been  snail 
business 'a  best  year  In  over  a  decade.    Moreover, "mill  business 
ThSlra^M^JPated  e"ly  lW  t0  be  «n  l-Prov^nt"ver  Uti  1984. 
Pole'ntJaf.nd  on*.'  veer?  re""1™'  ^  "°bl«"  ~  ™ 

..coIh"  5^rth  *»u*rter  w«»  «tron8  "  not  as  strong  as  the  first  or 
.?roS^\n0r/rgu,Bly  even  •*  ,tron«  «•  »*»«:  «•  for  a-all  business  a 
F.llin.'lntfrS^"6'  "  but  «"ong  by  any  reasonable  ".sure, 
ouartel'i  IcA  «nd  improved  credit  conditions  were  the 

S!!*!;!^?       £  notable  features.    Still,  there  was  no  truly 

to  ri*^(2f..o^l?'eri,tlr^tapl0?Mnt'ln  ■«»  bu«ino»  continued 
7°  ""^ «on*lly  adjusted);  capital  investc-snt  drifted  higher; 

iSSlSFpSlSli*'1?^  »?r"?ed  fh0U$h  net  lnventory  sat  1.1. ct Ion 
^   „  .^:,<J^e  5"'a  of  price  Increase  hovered  In  the  .me 

C  r  e*Per*enced  for  the  put  several  quarters,  and  the 
frequency  of  average  employee  compensation  increases  .lid 
S^!i°nn^.rrein0t  unlver..llyPp0.ltlve,  how"e"    Tht  Index  of 
?fi    B"slne««  S.l.s  took  a  healthy  drop  from  a  very  hleh  level 
while  the  Index  of  Small  Business  Esmlngs  moved  lower  Irom  the 
survey  record  levels  established  earlier  In  the  veer     y£  Ihl 
latter  developments  could  not  be  consldereS  serlo"  '  th* 


slope     till  mfh£y.flVe  W"S /ntlcipated  to  begin  on  the  upward 
Hlr?*.;  n?Sni  expected  to  rlae  faster  than  most  anticipate. 

«nl?IlP^fn5?re  w*y.."'fong.    Both  Inventory  accumulation^  and 
capital  expenditures  should  provide  stimulus.    Sales  mre  m».!!.h 
'°fj«  "h-fPlF  (aeasonaUy  adjusted)?    Clearly,  smau  Suslne's  wa. 
bullish  moving  into  the  new  yeir.    But  two  cloud,  were  oresent  Th 

uary6"'??6.^1?0?1118  Pflce  *4re"M  »ov.d  .har^"  Signer™  San- 

i    add}tlon.  the  rural  areas  of  the  upper  MldSest  In 
KTJ™  "either  shared  In  1984'..  excellentperformance  nor  were 
Shit  cta"sef.  bu8lne8Se»  loc»teo  th«e  as  optimistic  abo™ 
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Optimism 

Small  business  optltolsm  began  Co  rise  again  In  January  after  a 
lull  In  the  latter  part  of  the  year.    Thirty-seven  percent 
anticipated  better  economic  conditions  over  the  next  three  to  six 
months  (Table  1);  81  expected  them  to  get  worse.    While  these 
figures  were  no  match  for  the  exuberant  numbers  posted  one  year  ago, 
they  must  be  considered  very  positive  In  light  of  the  reasonably 
good  conditions  with  which  future  conditions  were  compared. 

Table  1 

EXPECTED  GENERAL  BUSINESS  CONDITIONS 
OVER  NEXT  THREE  TO  SIX  MONTHS 
COMPARED  TO  CURRENT  QUARTER 


EXPECTED 

1982 

1933 

1964 

1984 

1985 

CONDITIONS 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

JAN 

Much  Better 

4 

4 

6 

3 

2 

3 

4 

Better 

43 

52 

53 

36 

21 

27 

33 

Same 

33 

32 

33 

45 

50 

50 

50 

Worse 

9 

6 

3 

9 

17 

11 

7 

Much  Worse 

3 

1 

* 

1 

2 

1 

1 

Don't  Know 

7 

5 

4 

5 

7 

8 

4 

No  Answer 

1 

* 

1 

1 

1 

★ 

1 

Total 

loot 

1001 

100Z 

1001 

1001 

1001 

1001 

*  Less  than  0.5X 

The  outlook  Improved  substantially  between  October  and  January 
In  all  Industry  classes  except  agriculture  where  the  level  actually 
declined  from  a  relatively  low  base,  and  the  professional  services 
where  It  remained  unchanged  from  a  relatively  high  base  (Table  2) . 
Construction  led  the  parade  Increasing  by  25  percentage  points  the 
net  percentage  of  those  anticipating  better  conditions  minus  those 
anticipating  worse  conditions.    Wholesale  followed  at  22  percentage 
points,  consistent  with  relnvlgorated  Inventory  plans  for  all  small 
firms.    Manufacturing  and  the  financial  services  also  registered 
strong  gains. 

The  problems  In  agriculture  rippled  Into  non-agricultural  small 
businesses  In  the  rural  areas.    The  Impact  was  particularly 
noticeable  In  the  West  North  Central  region  where  just  seven 
percentage  points  more  small  firms  expected  better  conditions  In  the 
next  three  to  six  months  than  expected  worse  conditions  (Chart  1). 
The  West  North  Central  region  Includes  the  Dakotas,  Iowa,  Kansas, 
Minnesota,  Missouri,  and  Nebraska.    All  other  regions  were 
considerably  more  positive.    The  oil-influenced  West  South  Central 
region  which  has  been  struggling  proved  the  most  optimistic. 
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Table  2 

NET  VIEW  OF  GENERAL  BUSINESS  CONDI/HONS 
OVER  THE  NEXT  THREE  TO  SIX  MONTHS 
BY  INDUSTRY 


1984 

1985 

INDUSTRY 

JAN 

APR 

JUL 

OCT 

JAN 

Construction 

52* 

29 

-7 

11 

36 

Manufacture 

60 

25 

11 

12 

30 

Transportation 

63 

24 

-2 

21 

26 

Wholesale 

60 

31 

11 

18 

40 

Retail 

56 

28 

6 

17 

25 

Agriculture 
Finance 

40 

14 

-4 

15 

5 

54 

28 

-1 

13 

30 

Service 

53 

28 

8 

25 

36 

Profenloni 

61 

36 

1 

28 

28 

All  First 

55 

28 

4 

18 

29 

*  Percent  believing  general  econoalc  condition!  will  get  bettor 
over  the  ne^-t  three  to  fix  month*  minus  the  percent  believing  they 
will  get  vent* 

Twenty- two  percent  believed  the  next  three  month*  would  provide 
a  favorable  climate  yor  email  bu fine if  expansion  (Table  3)*  That  la 
three  percentege  pclnti  higher  than  October  and  July,  leveli ,  but 
four  to  five  lower  than  that  recorded  earlier  In  1984*  On  balance, 
however,  the  22%  favorable  report  wee  strong.  It  wai  eubitantlally 
above  the  hlitorlcel  median,  and  with  the  exception!  of  the  record* 
shattering  January  end  April,  1984,  performance!,  the  hlgheic  level 
since  April,  1978. 

Table  3 

CLIMATE  FOR  SMALL  BUSINESS  EXPANSION  IN  NEXT  QUARTER 


GOOD  TIME 

1982 

1963 

1984 

1984 

1985  '? 

TO  EXPAND 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

JAN 

Yes 

7 

9 

27 

26 

19 

19 

22 

No 

72 

67 

38 

37 

48 

46 

44 

Uncertain 

20 

23 

34 

36 

33 

35 

33 

No  Answer 

1 

1 

1 

1 

* 

i  ; 

Total 

100Z 

100X 

100X 

100Z 

100X 

!00X 

100X 

*Less  than  0.5X 

Again,  there  was  a  marked  regional  difference  (Chart  1).  The 
north  central  parts  of  the  country  Including  the  aounteln  statea 
least  frequently  contained  reports  of  climates  favorable  for  small 
business  expansion.    The  Vest  North  Central  region  produced  only  13Z 
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Chart  1 

SMALL  BUSINESS  OUTLOOK 
BY  REGION 
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of  respondents  with  a  positive  view.    In  contrast  was  the  eastern 
seaboard  Including  New  England.    Forty  percent  of  those  in 
New  England  (a  relatively  small  sample  size)  believed  the  business 
cllaate  favorable  for  expansion  while  29Z  of  those  In  the  South 
Atlantic  region  did. 

Econoalc  conditions  and  sales  prospects  were  cited  as  the 
priaary  reason  for  optimism  by  over  751  of  those  who  saw  the  next 
three  souths1  climate  as  favorable  (Chart  2).    Seventeen  percent 
attributed  their  positive  view  to  financing  conditions*  doubling  the 
number  recorded  In  October.    Those  who  believed  the  next  three 
months  not  a  good  time  for  expansion  offered  the  primary  reasons  for 
their  views  In  practically  the  same  proportions  as  were  offered  In 
October. 

Optimism  Index 

The  Index  of  Small  Business  Optimism  rose  sharply  for  the  first 
auarter  reaching  one  of  Its  higher  levels  In  the  past  few  years. 
(The  Index  record  high  was  established  In  January,  1984;  the  Index 
record  low  was  established  In  April,  1980.)    Without  adjustment  for 
net  exports,  the  Index  anticipated  a  GNP  rise  of  6.8Z  (annualized) 
for  the  next  three  month  period  (Chart  3).    However,  given  the  grim 

\ 

Chart  2 

REASONS  FOR  VIEWS  ON  THE  CLIHATE  FOR  SMALT,  BUSINESS  EXPANSION 
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international  trade  picture  (virtually  the  excluaive  domain  of 
larger  firms),  growth  can  reasonably  be  projected  in  the  5X-5.5X 
range.    The  projected  veal  growth  rate,  while  not  aa  strong  as  it 
■ighc  be  with  a  different  International  situation,  remained  very 
healthy. 

Of  the  Index1  a  three  components,  two  —  General  Expectationa 
and  Spending  Plans  —  moved  sharply  upward  (Table  4).    The  third 
component,  Current  Status,  slid.    These  shifts  reflected  slower 
growth  in  the  laat  half  of  1984  and  the  projected  acceleration  for 
early  1985. 

The  Index  of  Small  Business  Optimism  haa  tracked  autaequent 
real  GNP  growth  quite  well  over  the  history  of  the  survey.  However, 
since  mid-1981,  it  has  proven  uncannily  accurate.    Between  April, 
1981,  and  October,  1984,  a  13  quarter  period,  only  one  directional 
change  has  been  missed;  sll  major  directional  changes 

Tsble  4 


INDEX  OF  SMALL  BUSINESS  OPTIMISM 
BY  MAJOR  COMPONENTS 

INDEX  1982      1983      1984  1984  1985 

COMPONENTS  JAN       JAN       JAN  APR       JUL       OCT  JAN 

General 

Expectations^  92.0  102.0  119.0  116.3  97.8  101.0  108.0 

Current  Status^  60.3  64.3  73.7  74.0  78.7  76.3  73.0 

Spending  Plarsi'  SI. 7  94.7  102.0  103.7  93.7  93.7  100.7 

Index  82.4  88.5  100.3  99.8  90.9  91.4  95.3 

Index  (1978-100)  <>0.7  97.4  110.3  109.8  99.9  100.6  104.8 

*,       Index  numbers 

y       Expected  Business  Conditions,  Climate  for  Expansion,  Expected 

.       Real  Sales  Volume,  Expected  Credit  Conditions 
£J       Current  Job  Openings,  Current  Inventory  Satisfaction,  Change 
in  Net  Earnings 

Plans  to  Hire,  Make  Capital  Expenditures,  Add  to  Inventories 


3/ 


and  their  general  magnitude  have  been  captured.    Since  late  1982, 
the  Index's  performance  is,  if  anything,  even  better  than  for  the 
entire  period.    Assuming  this  accuracy  continues,  1985  will  be  off 
to  a  solid  Swart. 


Credit  Conditions 


Small  business  credit  conditions  eased  during  the  fourth 
quarter  (Tables  5  and  6).    Interest  rates  paid  on  loans  with 
maturity  of  12  months  or  lass  averaged  13.71,  down  70  basis  points 
from  the  prior  quarter's  average  (Table  7).    The  small  business 
premium  for  the  quarter,  therefore,  amounted  to  about  220  basis 
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points  (Chart  4).  A  similar  spread  has  been  generally  maintained 
for  the  last  two  years. 

Table  5 


LOAN  1982 
AVAILABILITY 

Easier 
Sane 
Harder 
Don't  Know 
Inapplicable 

(Don't  Borrow; 

No  Answer) 

Total 

♦Less  than  0.5X 


AVAILABILITY  OF  LOANS 
COMPARED  TO  PRIOR  THREE  MONTHS 


1983 
OCT 


1984 
OCT 


JAN 


1984 
APR 


JUL 


1985 
OCT 


JAN 


1 

4 

3 

2 

2 

2 

5 

28 

28 

28 

28 

30 

29 

31 

9 

6 

6 

7 

9 

7 

7 

2 

2 

1 

2 

1 

2 

1 

60 

60 

62 

61 

58 

60 

56 

100X 

100X 

10  OX 

1001 

100X 

100Z 

100X 

Table  6 


CURRENT  INTEREST  RATE  COMPARED  TO  INTEREST  RATE 
IN  PRIOR  QUARTER 


1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

JAN 

2 

★ 

★ 

2 

4 

1 

★ 

5 

1 

6 

18 

31 

16 

3 

11 

7 

26 

17 

7 

17 

14 

20 

28 

5 

2 

1 

4 

25 

1 

3 

* 

* 

* 

1 

1 

1 

1 

1 

1 

1 

1 

-  1 

60 

60 

62 

60 

58 

60 

56 

100Z 

100X 

100X 

100X 

100X 

100X 

ioo; 

CREDIT 
EXPECTATIONS 

Easier 
Sane 
Harder 
Don't  Know 
Inapplicable 

(Don't  Borrow) 
No  Answer 

Total 


Forty -six  percent  of  firms  reported  borrowing  during  the  period. 
That  is  a  four  percentage  point  rise  from  the  previous  quarter  and 
helps  break  a  six  year  generally  downward  trend  in  borrowing 
frequency.    Wholesale  firms  reported  greatest  borrowing  frequency 
(54X)  and  the  services  least  (33X) . 

Forty-eight  percent  of  borrowing  firms  reported  their  loans  tied 
to  the  prime  or  some  other  variable  measure  (Table  7).  Eleven 
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Chart  4 

RECENT  AVERAGE  INTEREST  RATES 
PAID  BY  SHALL  BUSINESS  ON  SHORT  TERM  LOANS 


»m  Bum  Pramrum 


822  mj  ■»■*         «^  m  is  as 

Y«orj  QuarUr 
Table  7 


INTEREST  RATE  PAID  ON  SHORT-TERM  LOANS 


INTEREST 
RATE 

Under  13X 
13X-15X 
16X-18Z 
19X-22X 
23X  or  More 
Prime  +1# 
Prime  +2 
Prime  +3  or 
More 

Total 

AVERAGE  RATE 


1982  1983  1984 
JAN     JAN  JAN 


8 
32 
20 
2 
★ 

23 
13 


N.A. 


100Z 
13. 4X 


100X 
14.  IX 


tj£88  than  °'5X  N-A-  Not  Available 
9  Pr*ae  +  "  response  added  in  1982 


APR 


1984 
JUL 


OCT 


1985 
JAN 


15 

16 

8 

5 

8 

37 

39 

42 

38 

7 

5 

4 

8 

6 

1 

★ 

3 

1 

* 

★ 

* 

★ 

★ 

22 

21 

22 

26 

25 

i4 

15 

18 

16 

21 

4 

4 

3 

4 

2 

100X  100X  100X  100X 
13. 2X  14.0X  14. 4X  13. 7X 
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quartets  ago,  jnst  32X  reported  variable  rates*    In  fact,  at  these 
data  Indicate*  une  of  the  great  changes  small  business  owners  have 
recently  encountered  In  the  financial  aarkets  Is  the  relatively 
sudden  shift  froa  fixed  to  variable  market  rates  of  Interest* 

On  balance,  saall  business  owners  believed  credit  conditions  will 
ease  over  the  next  three  months  (Table  8).    While  expectations  of 
"herder"  credit  conditions  have  almost  always  outnumbered  expect a** 
tlons  of  "easier"  credit  conditions,  the  relatively  saall  four 
percentage  point  aargln  ("easier"  alnus  "harder")  was  one  of  the  aore 
positive  evaluations  the  survey  has  produced*    A  stretch  running  froa 
October,  1982  -  July,  1983,  most  recently  provided  similar  results* 

Employment 

Employment  growth  In  the  saall  business  sector  slowed  during  the 
fourth  quarter*    Fourteen  percent  Increased  employment  and  14  percent 
decreased  employment  (Table  9).    Those  figures  were  Identical  to  the 
fig  ^s  posted  one  year  ago  even  though  modest  differences  existed  In 

Table  8 


EXPECTED  FINANCING  CONDITIONS  NEXT  QUARTER 
COMPARED  TO  THE  CURRENT  QUARTER 


CREDIT 

1982 

1983 

1984 

1984 

1985 

EXPECTATIONS 

JAN 

JAN 

JAN 

APR  JUL 

OCT 

JAN 

Easier 

2 

4 

3 

2 

2 

2 

5 

Same 

23 

25 

25 

24 

26 

26 

29 

Harder 

11 

7 

7 

9 

12 

8 

9 

Don';.  Know 

4 

4 

3 

4 

4 

4 

1 

Inapplicable 
(Don't  Borrow; 

No  Answer) 

60 

60 

62 

61 

58 

60 

56 

Total 

100X 

100X 

100X 

100X  100X 

100X 

1002 

the  average  number  of  employees  per  firm  affected*    The  employment 
strength  remained  In  the  service  sectors.    All  three  (financial, 
non-professional,  and  professional)  on  average  added  to  their 
payrolls.    However,  all  other  sectors  Including  retail  experienced  a 
net  loss. 


January's  current  job  openings  were  uodestly  lower  than  those 
reported  In  October.    That  shift  represented  a  typical  seasonal 
pattern.    Fifteen  percent  reported  at  least  one  job  opening  compared 
to  17X  just  three  months  ago  (Table  10).    However,  January.  1985, 
openings  were  one  percentage  point  higher  than  January,  1983' s.. 

The  principal  demand  for  employees  remained  those  with  skills. 
Again,  that  Is  typical.    Few  employers  have  current  job  openings  for 
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Table  9 

AVERAGE  EMPLOYMENT  CHANGE  IN  PAST  QUARTER 


EMPLOYMENT  1982  1983  1984 

ChANGE  JAN  JAN  JAN 

Increased  9  io  14 

Seasonal  2  3  4 

Nonseasonal  7  7  10 

Decreased  23  18  14 

Seasonal  8  6  7 

Nonseasonal  j.5  12  7 

Ho  Change  67  71  69 

No  Answer  113 

Total  100*  100X  1002 

NUMBER  OF  EMPLOYEES 

Employees  increased 

per  firm  increasing  3.2  3.3  3.7 

Employees  decreased 

per  firm  decreasing  4.7  4.6  4.8 

Average  net  change 

per  all  firms  -.79  -.47  .09 


1984 

1985 

APR 

JUL 

OCT 

JAN 

16 

22 

18 

14 

5 

11 

6 

4 

11 

11 

12 

10 

11 

10 

11 

14 

6 

2 

4 

7 

5 

8 

7 

7 

71 

67 

70 

70 

2 

1 

1 

1 

100X 

100* 

1002 

1002 

3.8 

3.7 

4.2 

3.2 

4.3 

3.2 

2.9 

4.0 

+.16 

+.46 

+.43 

-.09 

CURPENT 
JOB 

OPENINGS 
Yes 

Skilled  Labor 
Unbilled  Labor 
Both 

No 

No  Answer 
Total 


Table  10 
CURRENT  JOB  OPENINGS 


1982  1983  1984 
JAN      JAN  JAN 


11 
9 
1 
1 

88 
1 


9 
7 
1 
1 

89 
2 


13 
10 
1 

2 
85 
2 


1002    100X  100X 


1984 
APR  JUL 


14 
10 

2 
2 
84 
2 


16 
12 

2 
2 
82 
2 


1985 
OCT  JAN 


17 
12 
2 
3 
82 
1 


15 
12 
2 
1 

83 
2 


1002    1002    10C2  10CX 


those  without  skills,  in  part  because  unskilled  positions  can  be 
filled  more  rapidly  and  with  lower  search  costs. 

Employment  plans  remained  positive,  indicating  that  the  number 
of  new  jobs  will  continue  to  rise  at  a  32-42  rate  (annualized). 
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Table  11 

EXPECTED  NET  LABOR  FORCE  CHANGES 
IN  NEXT  QUARTER 


NET  LABOR 
FORCE  CHANGE 
EXPECTATION 

Increase 
Keep  the  Same 
Decrease 
No  Answer 

Total 


1982  1983  1984 
JAN     JAN  JAN 


1984 
APR  JUL 


14 
74 
10 
2 


14 
76 
8 

2 


18 

73 
7 
2 


24 
69 
5 
2 


15 
75 
9 
1 


14 
74 
11 
1 


18 
73 
8 
1 


100X    100X  100X 


100X    100X    100%  100X 


Eighteen  percent  planned  increases,  up  four  percentage  points  irom 
October  and  identical  to  the  January,  1984,  level  (Table  11).  Eight 
percent  planned  declines,  down  three  percentage  points  from  October 
and  one  nigher  than  one  year  ago. 

The  planned  increases  were  broadly  based.    Only  retail  and 
agriculture  had  fewer  than  10  percentage  points  more  firms  planning 
increases  than  planning  decreasea.    The  professional  service  "<*or 
had  the  greatest  spread  —  22Z  planning  increaaes  and  less  than  half 
of  IX  planning  decreases. 

Inventories 

Small  business  drew  down  inventories  during  the  fourth  quarter, 
a  normal  development.    Three  percentage  points  fewer  firms  increased 
net  inventories  than  decreased  them  (Table  12) .    That  margin  was 
identical  to  the  margin  recorded  just  one  year  ago,  end  a 
substantial  improvement  from  the  15  percentage  point  margin 
registered  in  January,  1983. 

Table  12 

INVENTORY  CHANGE  IN  PRIOR  QUARTER 


INVENTORY 
CHANGE 

1982 
JAN 

1983 
JAN 

1984 
JAN 

APR 

1984 
JUL 

OCT 

1985 
JAN 

Increase 
Same 

Decrease 

Not  Applicable 

No  Anawer 

N.A. 

13 
40 
28 
18 
1 

18 
43 
21 
16 
2 

23 
42 
15 
17 
3 

25 
40 
16 
18 
1 

22 
44 
15 
17 
2 

20 
37 
23 
18 
2 

Total 

100X 

100X 

100X 

100X 

100X 

100X 

N.A.    Not  available 
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illt]  °f  flrms  e*Periencing  net  inventory  accumu- 
lations found  the  increases  to  be  no  more  than  10X.    Another  ^lX  «f 
respondents  reported  the.  to  be  between  11X-20X.    The  size  of 
«r:!8ei/5r5  ■°«wh*t  i**er  on  balance  £han^ werein^ea^f  Just 
JL  tZSZlt  nPSS"  *<*  end  another  35X  "po?ied 

them  between  11X-20X.  Thus,  the  net  percentage  of  firaa  reducing 
inventories  understate,  the  degree  to^ich  SveSto"«  dlcltoeS? 

The  modest  decumulation  of  inventoried  left  .ore  small  business 

BTrtBhf^^L^n^^  IeVSI§  ""J}***  th"  to?  low  CTable  U)! 

difference  beTwen  the  two  figures  was  only  two  percentage 

3!w!f  f^l0D  Ievei  lnothe  aore  Arable  half  of  those  recorded 
during  the  survey's  12-year  history.    Tbua,  on  balance,  the 
inventory  poaition  of  small  firms  appeared  reasonably  good? 

Table  13 

CURRENT  INVENTORY  SATISFACTION 

JJJJS""0**  1982    1983    1984  i984  iors 

LEVEI^  _jan   _JAN   _JAN  _APR    _JUL   _OCT  jfito 

Too  Large  16  13  \\  10  19 

/bout  Right  54  55  55  57  56  56  55 

Too  Low  10  11  19  11  n  T/J  ?J 

Not  Applicable  17  1*6  \)  J  § 

No  Answer  3         5  5  5  2  9  ? 


3 

100X 


Total  ioox  ioox  ioox         ioox  ioox  ioo; 

.^J^k*1*0"?1*  Sart  °?  -^economy's  projected  firat  quarter 
^mSI^m™  V"6?  °2  pIan5?d  l"™«oriSB.    With  inventory 
satisfaction  levels  favorable  and  strong  aales  anticipsted 

a1TS2tea7bMSiSa^tP^n,  »<>ved  sharply  higher  on  a  ies.onally 
I*     7    ^Ch*rt^5>;    January's  data  represented  the  second 

^»!rt.n^S  1™™****°^**  the  on*  <lu*rt°r  Precipate  decline 
experienced  earlier  in  the  year. 

19*  Ir"?'^0  >ercent  Panned  net  inventory  increases  comp^ed  to 
l£l  who  planned  uec  inventory  decreases  (Table  14) >    A  net  10 
percentage  point  margin  was  the  result  oi  poeitive  in venlo^  plans 
iov^SvS?^°r-4  sl»o«*«"tlwf  the  most  positive  plans 
iS^S?I?wI*?Slw  Int3u8trl«»-    ^  wholesale  (+  lS  percent  point!) 
flfl5vt^ih<^l34ParcSnt*8e.P2lnt,,>  i°d«»tries  contributed  auostan* 

fnd  55*  lnyentory-  ^8«5  P«>f«»ional  service  (+  2  percentage 
P  !?d  fln*nclal  service  (+  6  percentage  points)  industries 

S?SU^D8  node8tly-  it  ™*  ^  construction  indus^wh'ch 

planned  the  greatest  net  increase  (+  16  percentage  points);  those 
ll^nST%eatBd  \health?  10  Percentage  point  fumS  f roS  oneylar 
ago  and  a  22  percentage  point  jump  from  January,  1982. 
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Table  14 

NET  INVENTORY  CHANGE  PLANNED  IN  NEXT  QUARTER 


PLANNED 

INVENTORY 

CHANGE 

Add 

No  Change 
Decrease 
Not  Applicable 
No  Answer 

Total 


1932 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

APR 

JjlL 

OCT  JAN 

18 

19 

24 

£1 

15 

16  22 

46 

49 

43 

46 

47 

45  44 

16 

12 

12 

12 

16 

18  12 

16 

14 

14 

14 

18 

17  19 

4 

6 

7 

6 

4 

4  3 

100X 

100X 

100X 

100X 

100X 

1001  1001 

hart  5 

PLANNED  INVENTORY  CHANGE 


•1.1 

Year;  Quarter 


Capital  Expenditures 

The  position  of  firms  making,  at  least  one  capital  outlay  In  the 
last  three  to  six  months  rose  to  58X,  the  highest  figure  since 
January  1980's  report  for  the  latter  half  of  1979  (Table  15). 
Expenditures  on  equipment  and  vehicles  contlued  to  dominate. 
vorty-slx  percent  reported  such  expenditures  with  17X  reporting 
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1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

AIR 

JUL 

OCT 

JAN 

53X 

50X 

56X 

52X 

5iX 

57X 

58X 

43 

40 

46 

42 

45 

46 

46 

8 

6 

7 

6 

7 

7 

8 

17 

15 

16 

14 

15 

17 

17 

4 

3 

4 

4 

4 

4  • 

4 

Table  15 

PERCENT  MAKING  CAPITAL  EXPENDITURES 
IN  LAST  SIX  MONTHS 

TYPE  OF 
EXPENDITURE 

All  Types* 
Equipment/ 

Vehicles 
Add  Buildings 
Improved 

Building  d 
Land 

♦Percent  of  firms  making  one  or  more  capital  expenditures 

expenditures  for  improved  (renovated,  remodeled,  repaired) 
buildings,  8X  for  new  buildings  and  4Z  for  land.    Not  only  did  the 
number  of  expenditures  rise,  so  did  their  relative  size.  Thirty- 
nine  percent  of  outlays  reported  in  January  amounted  to  more  than 
$20, 000,  a  two  percentage  point  increase  from  October  and  a  four, 
six,  and  two  percentage  point  increase  from  each  of  the  past  three 
January  figure:  (Table  16).    Thus,  when  combining  the  increaaing 
frequency  of  capital  outlays  and  the  increasing  size  of  those  out- 
lays, it  appears  evident  that  smaller  firms  were  making  a  solid 
contribution  to  the  economic  stimulus  provided  by  increasing  capital 
expenditures . 

Table  16 

CAPITAL  EXPENDITURES  MADE  IN  LAST  SIX  MONTHS 
BY  SIZE  OF  TOTAL  EXPENDITURES 

AMOUNT  OF 
EXPENDITURES 
(OOP's) 

Under  $1 

11-4 
5-9 
10  -  19 
20  -  49 
50  -  99 
» 100  -  499 
$500  -  999 
$1,000 

or  More 
No  Answer 

Total 

*  Lees  than  0,51 


1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

JAN 

6 

8 

8 

6 

6 

7 

7 

21 

22 

20 

19 

20 

19 

18 

18 

16 

15 

16 

15 

14 

14 

17 

19 

21 

23 

21 

21 

21 

17 

14 

16 

17 

16 

16 

17 

10 

8 

9 

10 

9 

10 

8 

9 

8 

11 

9 

10 

1 

1 

1 

2 

2 

1 

1 

1 

1 

1 

1 

1 

1 

2 

1 

* 

2 

1 

100% 

100X 

100%  • 

100X 

1001 

100X 

1001 
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Plans  tc  make  capital  expenditures  rote  to  341  In  January  after 
demonstrating  toue  minor  weakness  In  mid-1984  (Table  17).  Within 
the  last  seven  years,  only  the  performance  one  year  ago  (352)  sur- 
passed the  current  figure.    These  data  provide  further  evidence, 
should  more  be  necessary,  that  capital  spending  will  continue  well 
Into  the  year. 

Table  17 

EXPECTED  CAPITAL  EXPENDITURES 
IN  NEXT  THREE  TO  SIX  MONTHS 


CAPITAL 

EXPENDITURES 

1982 

1983 

1984 

1984 

1985 

EXPECTATIONS 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

J/iN 

Yes 

27 

29 

35 

34 

31 

33 

34 

No 

59 

58 

51 

51 

55 

53 

52 

Don't  Know 

13 

10 

10 

12 

12 

11 

11 

No  Answer 

1 

3 

4 

3 

2 

3 

3 

Total 

100Z 

1C0X 

1001 

loot 

1001 

1O0I 

1001 

There  appears  to  be  a  subtle  change  In  financing  these  expendi- 
tures.   Since  the  recovery,  earnings  have  been  strong  and  the 
frequency  of  borrowing  on  the  decline.    The  obvious  implication  is 
that  small  firms  have  relied  heavily  on  earnings  to  finance  their 
capital  outlays.    However,  within  the  past  three  quarters,  there 
have  been  two  sharp  up ticks  In  percentage  of  firms  classifying 
themselves  as  regular  borrowers,  and  within  the  past  two  quarters  a 
decline  In  the  Earnings  Index.    Allowing  for  the  Influence  of  varia- 
tion in  the  Interest  rates,  it  would  appear  that  small  business 
financing  of  capital  outlays  has  begun  to  shift  away  fror  earnings 
and  toward  borrowing 

Price 8 

The  ominous  news  in  the  January  survey  data  was  prices.  While 
the  rate  of  Increase  in  small  business  price,-  during  the  fourth 
quarter  remained  consistent  with  price  performance  over  the  past 
several  quarters,  a  sharply  higher  percentage  planned  price 
Increases  during  the  first  three  months  of  the  year.    And,  as  is 
evident  from  Chart  6,  small  business  owners  as  a  group  generally 
follow  through  on  plans  to  Increase  prices. 

Fourth  quarter  small  business  price  developments  ware  favorable 
toward  maintenance  of  relative  price  stability.    Twenty-one  percent 
reported  price  Increases  (Table  18),  an  amount  which  has,  with  one 
exception,  remained  remarkably  consistent  over  the  past  nine 
quarters.    More  than  half  of  those  Increases  were  less  than  5X. 
Fourteen  percent  reported  price  decrease.    January  data  represented 
the  fourteenth  consecutive  quarter  that  the  percent  reporting  price 
decreases  fell  within  the  double-digit  range.    Agriculture,  whole- 
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Table  18 

CURRENT  AVERAGE  SELLING  PRICES  COMPARED  TO  PREVIOUS 
QUARTER'S  AVERAGE  SELLING  PRICES 


AVERAGE 

1982 

198^ 

1984 

1984 

SELLING  PRICES 

JAN 

JAN 

JAjj 

APR 

JUL 

Lower  Nov 

14 

18 

11 

10 

12 

No  Difference 

52 

61 

65 

60 

63 

Higher  Now 

31 

19 

21 

27 

22 

Leu  then  IX 

1 

1 

1 

1.0-1. 9X 

3 

2 

3 

4 

3 

2.0-2.9% 

3 

3 

3 

3 

3 

3.0-3. 9X 

4 

2 

3 

3 

2 

4.0-4. 9X 

4 

3 

3 

3 

3 

5.0-7. 9X 

8 

5 

4 

7 

5 

8.0-9. 9X 

3 

1 

1 

2 

1 

10X  or  More 

3 

2 

3 

3 

3 

No  Aniwer 

2 

1 

1 

1 

* 

No  Answer 

3 

2 

3 

3 

3 

Total 

100X 

100X 

100X 

100X 

100X 

1985 
OCT  JAN 


12 
65 
21 
L 
4 
3 
3 
2 
4 
1 
2 
1 
2 


13 
63 
22 
1 
2 
3 
3 
2 
4 
1 
3 
3 
2 


*  Less  than  0.5X 


Chart  6 

PLANNED  AND  REALIZED  PRICE  INCREASES 


81.4 


82.4  83.4 

Year;  Quarter 
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•tie,  retell,  And  transportetion  firms  reported  price  declines  with 
greetett  frequency;  professional  iervlce  firms  reported  thee  with 
the  leett  frequency* 

The  percent eee  (tanning  price  Increeses  leeped  to  281 
(Teble  19) .    Although  the  28X  figure  it  e  far  cry  froe  the  survey 
record  A6X  produced  in  April,  1980,  it  represented  e  seven  percen- 
ter point  Increese  £rosi  October  end  the  highest  number  since  April,- 
1982,    Over  half  the  increese s  were  projected  et  less  then  51. 

Plens  to  relse  prices  were  registered  ecross  the  boerd.  With 
the  exception  of  agriculture ?  et  leest  one  of  four  smell  business 
owners  in  every  sector  had  such  plans  (Chart  7),    Tren sport et ion, 
flnenclel  services,  and  wholesele  reported  price  Increese  plans  with 
the  greetest  frequency*    In  those  three  industries,  es  well  es 
construction,  the  frequency  of  plenned  price  increeses  wes  more  than 
10  percentege  points  higher  than  reported  in  October* 

Chart  7 


PLANS  TO  RAISE  PRICES  BY  INDUSTRY 


Oowe     Mfo    Tihsos  IMtda     Wet  Pin      SJet*  Pr#f 

tnduetry 


Dete  froe  other  points  in  the  survey  with  the  exception  of 
plenned  coepensatlon  increeses  give  little  indication  of  any  pending 
inflation  problea,  however*    For  example,  the  number  citing  inflec- 
tion es  their  single  most  Important  problem  was  lodged  et  e  survey 
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record  low  (Table  27),  and  those  citing  price  increases  (material, 
wages,  or  financing  costs)  as  the  most  important  cause  of  lower 
earnings  (Chart  9)  was  virtually  unchanged  from  the  previous  several 
quarters • 

A  cyclical  rise  in  inflation  after  two  years  of  economic  growth 
is  not  unusual.    Normally,  it  would  not  present  any  cause  for 
concern.    However,  our  recent  experience  with  double-digit  inflation 
and  the  continuing  downward  pressure  on  prices  created  by  the  strong 
American  dollar  should  remind  us  that  inflation  is  not  dead  —  it  is 
Just  in  remission. 

Table  19 


PLANNED  PRICE  CHANGES  FOR  NEXT  QUARTER 


PLANNED 
PRICE  CHANGES 


1982 
JAN 

N.A. 
48 
31 
1 
2 
3 
4 
4 
9 
2 
4 
2 

15 
6 


1983 
JAN 

5 
55 
22 

2 
2 
2 
4 
6 
1 
3 
2 
15 
3 


1984 
JAN 

3 
53 
25 

* 

3 
3 

4 

4 

7 
1 

2 
1 
15 
4 


1001    \0fi%  1001 


1984 

1985 

APR 

JUL 

OCT 

JAN 

3 

4 

3 

4 

57 

58 

59 

54 

23 

21 

21 

28 

1 

1 

1 

1 

2 

3 

2 

3 

3 

3 

3 

4 

4 

3 

2 

3 

3 

2 

3 

3 

6 

5 

5 

7 

1 

1 

1 

1 

2 

3 

3 

3 

1 

★ 

2 

3 

14 

14 

14 

12 

3 

3 

3 

2 

1001 

100X 

100X 

100X 

Lower 
No  Change 
Increase 

Less  than  IX 
1.0-1. 91 
2.0-2.9X 
3.0-3. 9X 
4.0-4.9X 
5.0-7.9X 
8.0-9.9X 
10Z  or  More 
Don't  Know 
Don't  Know 
No  Answer 

Total 

*Less  than  0.5X 
N.A.  Not  Available 

Compensation 

The  number  of  small  firms  raising  average  compensation  slid  to 
21Z  in  the  fourth  quarter;  2%  reported  average  compensation 
increases  (Table  20).    It  was  loweat  frequency  of  average  compen- 
aation  increase  since  the  series  was  reinstituted  earlier  in  the 
year.    Two- thirds  of  all  increases  amounted  to  6X  or  less,  about  the 
same  proportion  recorded  throughout  the  earlier  part  of  the  year. 

Twenty-four  percent  planned  average  compensation  increases,  a 
rise  of  six  percentage  points  since  October  (Table  21).  Intui- 
tively, it  would  be  expected  that  the  first  quarter  figure  should  be 
higher  than  those  of  other  quarters;  pay  increases  for  tenured 
employees  generally  occur  at  the  beginning  of  the  year.  However, 
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Table  20 

CHANGE  IN  AVERAGE  COMPENSATION 
OVER  THE  PAST  THREE  MONTHS 


COMPENSATION 

1984 

1985 

CHANGE 

APR 

JUL 

OCT 

JAN 

Increased 

26 

25 

23 

21 

1-2X 

3 

3 

2 

2 

3-4X 

7 

6 

6 

5 

5-6X 

8 

7 

8 

7 

7-8X 

4 

4 

3 

3 

9-10X 

3 

2 

2 

2 

over  101 

* 

* 

* 

2 

no  answer 

1 

3 

2 

* 

Saae 

66 

66 

71 

73 

Decreased 

1 

1 

1 

2 

No  Answer 

7 

8 

6 

4 

Total 

100X  100X 

10  OX 

100X 

*  Less  that  0.5X 


such  was  not  the  case 
for  the  only  coapereble 
period  for  which  wa  have 
dete  prior  to  the  cur- 
rent one*  Between 
October.  1974,  and  Janu- 
ery,  19/5,  the  percent 
planning  average  coap- 
ensetlon  fell  live  Per- 
centage polnta  (Table 
21).    The  Importance 
of  these  data  11a  In 
the  reletlonshlp  between 
price  lncreetes  end 
coepeneetion  lncreeses. 
The  percent  of  fires 
reislng  prices  approxi- 
mates the  percent  of 
fires  providing  everege 
coepensetion  lncreeses 
(Chart  8).    If  there  is 
e  normal  seeeonelity  In 
saell  business  coepense- 
tior.  lncreeses  (the 
first  querter),  then  the 


Table  21 

PLANS  TO  CHANGE  AVERAGE  COMPENSATION 
OVER  NEXT  THREE  MONTHS 


COMPENSATION 
CHANGE 


Increase 
1-2X 
3-4X 
5-6X 
7-8X 
9-10X 
over  I0Z 
don't  know  N.A. 
no  answer  2 


1974 

1975 

APR 

JUL 

OCT 

JAN 

43 

37 

33 

28 

3 

3 

3 

2 

7 

6 

5 

5 

31+ 

28+ 

25+ 

20+ 

Same 

Decrease 
Don't  Know 
No  Answer 


50 
N.A. 
N.A. 
7 

100X 


N.A. 
1 
57 
N.A. 
N.A. 
6 

100X 


N.A. 
* 

62 
N.A. 
N.A. 
5 

100X 


*  Less  than  0.5X  N.A.  Not  Asked 
+   All  responses  of  5X  or  more 
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Chart  8 

SMALL  BUSINESSES  INCREASING  AVERAGE  EMPLOYEE 
COMPENSATION  AND  SELLING  PRICES  BY  QUA H 


.Pt*  IN! 

Compensation 


Quarter 


rise  in  first  quarter  price  expectations  amy  not  be  aa  serious  as  it 
xirst  appears* 

Sales 

Sales,  as  quantified  by  the  Index  of  Small  Business  Sales, 
dropped  in  the  fourth  quarter  (Chart  9).    In  fact,  the  Index  stood 
at  its  lowest  point  since  the  first  quarter,  1983,    The  almost  25Z 
topple  in  the  Index  over  the  past  two  quarters  can  be  attributed  to 
both  slower  Bales  and  the  comparative  nature  of  the  sales  measure. 
Even  a  reasonably  strong  performance  contrasted  to  the  spectacular 
first  half  might  prove  embarasaing.    Still,  more  small  firms  contin- 
ued to  report  higher  sales  compared  to  the  previous  quarter  than 
reported  lower  sales  compared  to  the  previous  quarter  (Table  22). 
Forty-three  percent  of  small  business  owners  indicated  no  sales 
volume  change  between  the  third  and  fourth  quarters  —  not  bad 
considering  the  strong  performance  exhibited  earlier  in  this  year. 
Moreover,  over  50Z  of  those  with  a  volume  change  (higher  or  lower) 
reported  the  change  to  be  less  than  15X  (Table  23).    Thus,  while 
sales  were  weaker  in  the  lsst  few  months  of  the  year,  they  were 
weaker  oniy  in  comparison  to  an  exceptional  fourth  quarter,  1983. 
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Table  22 

DOLLAR  SALES  VOLUME  COMPARED  TO  PRIOR 
QUARTER'S  DOLLAR  SALES  VOLUME 


DOLLAR 

SALES  VOLUME 

Much  Higher 
Higher 

About  the  Same 
Lower 

Much  Lower 
No  Answer 

Total 


The  sales  outlook  for  the  first 
(SOX)  of  the  respondents  anticipated 

Table  23 

PERCENT  SALES  CHANGE  BY  HIGHER  SALES 
AND  LOVER  SALES 


1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

_JAN 

APR 

JUL 

OCT 

JAN 

3 

3 

4 

5 

5 

4 

4 

23 

23 

33 

30 

40 

34 

27 

37 

39 

38 

37 

36 

*+l 

39 

28 

28 

20 

22 

16 

18 

25 

7 

6 

4 

5 

2 

2 

4 

1 

1 

1 

1 

1 

1 

100X 

100X 

100X 

100X 

100X 

100X 

100X 

PERCENT 

SALES 

CHANGE 

5X  or  less 

6X-10X 

11X-15X 

16X-20X 

21X-25X 

26X-35X 

36X-50X 

5 IX  or  more 

No  Answer 

Total 


Higher 

Lower 

Sales 

Sales 

12X 

11X 

29 

28 

17 

19 

12 

13 

11 

12 

7 

7 

6 

4 

4 

3 

3 

4 

100X 

100X 

quarter  improved  aharply.  Half 
higher  sales  iu  the  next  three 
months  in  contrast  to  just 
21X  with  the  opposing  view 
(Table  24) .    While  sales 
forecasts  are  normally  on 
the  optimistic  side  in 
absolute  terms,  a  com- 

Sarlson  between  the 
amiary,  1985,  data  and 
the  data  from  comparable 
periods  in  1982  and  1983 
indicates  that  a  period 
of  very  strong  growth  is 
to  be  expected. 

Earnings 

The  Index  of  Small 
Earnings  (Chart  9)  moved 
lower  In  January.    It  was 
the  second  downward  move** 
ment  In  as  many  quarters. 


Stlll^H»?vIndex  reoalned       *  relatively  high  level.    In  only  one 
year  (1984)  out  of  the  past  decade  haa  the  January,  1985,  Index  been 
surpassed  during  a  comoarable  period,  and  only  twice  haa  it  been 
equalled  (1984  and  1978).    Thus>  the  earnings  measure  has  recently 
held  up  better  than  the  sales  measure  following  a  decade  of  parallel 
movement  • 


Twenty-two  percent  reported  higher  earnings;  33X  reported  lower 
earnings  (Table  25).    Only  one  time  have  more  reported  higher 
earnigs  than  lower  earnings.    Over  70X  of  both  those  with  increased 
and  decreased  earnings  reported  nt  less  than  20X  (Table  26) . 
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Table  24 


EXPECTED 
REAL 
SALES  

Go  Up  A  Lot 
Go  Up  A  Little 
Stay  the  Same 
Go  Down  a  Little 
Go  Down  a  Lot 
Don't  Know 
No  Answer 

Tota?. 

*Less  than  0.5X 


NET 

EARNINGS 

huwh  Higher 
Higher 
Same 
Lower 
Much  Lower 
No  Answer 

Total 


SALES  EXPECTATIONS  FOR 

NEXT  QUARTER 

1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

APR 

JUL 

OCT 

JAN 

6 

5 

9 

13 

7 

8 

8 

31 

39 

45 

51 

39 

37 

42 

27 

26 

24 

22 

30 

26 

25 

22 

20 

13 

8 

17 

20 

16 

8 

5 

4 

2 

3 

5 

5 

4 

5 

4 

3 

3 

3 

3 

1 

★ 

1 

1 

1 

1 

1 

100X 

100X 

100X 

100X 

100X 

100X 

100X 

Table  25 

NET  EARNINGS  COMPARED  TO  PRIOR 
QUARTER'S  NET  EARNINGS 


1982 

1983 

1984 

1984 

1985 

JAN 

JAN 

JAN 

APR 

JUL 

OCT  JAN 

1 

1 

2 

2 

3 

2  2 

13 

16 

23 

22 

26 

23  20 

34 

39 

42 

41 

43 

46  43 

40 

33 

26 

27 

23 

24  29 

10 

9 

5 

6 

3 

4  4 

2 

2 

2 

2 

2 

1  2 

100X 

10CX 

100X 

100X 

100X 

100X  100X 

Sales  voluire  (59X),  seasonality  (19X),  or  higher  prices  (10X) 
were  cited  by  almost  90X  of  those  with  increased  earnings       as  the 
most  important  rearon  for  the  positive  earnings  change  (Chart  10). 
On  the  negative  side,  the  same  three  factor a  accounted  for  no 
indication . 

Single  Most  Important  Problem 

No  single  problem  preoccupied  small  business  owners  during  early 
1985,    "Taxes"  and  "Interest  Rates  -  Financing"  were  cited  more 
frequently  than  was  any  other,  but  each  waa  only  designated  by  20X 
of  respondents  (Table  27* ,    Diversity  of  concern  was  further 
demonstrated  by  the  fe^c  that  three  other  problems  "Competition 
from  Large  Business,"  ''Government  Regulations/Red  Tape,"  and 
"Quality  of  Labor"  —  were  noted  with  double-digit  frequency. 
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Chart  10 
REASONS  FOR  EARNINGS  CHANGES 


5% 


Lower 
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Table  26 

PERCENT  EARNINGS  CHANGE  BY 
HIGHER  SALES  AND  LOWER  SALES 

PERCENT 

EARNINGS       Higher  Lover 
CHANGE  Earning a  Earnings 


5X  or  less 

16X 

13X 

6X-10X 

31 

26 

J1X-15X 

15 

20 

16X-20X 

11 

12 

21X-25X 

8 

10 

26X-35X 

5 

6 

36X-50X 

5 

5 

51X  or  more 

6 

4 

No  Answer 

3 

4 

Total 

100X 

100X 

Change  from  October's 
evaluation  of  the  single  most 
tcost  important  problem  reflec- 
ted for  the  most  part  change 
in  economic  conditions  during 
the  intervening  period.  In- 
terest  rates  fell;  "Interest 
Rates  -  Financing0  as  the 
single  most  important  problem 
of  small  business  fell  four 
percentage  points.  Employ- 
ment rose;  "Quality  of  Labor" 
as  the  single  most  Important 
problem  rose  four  percentage 
points.    "Government  Regula- 
tion/Red Tape"  was  the  third 
problem  which  changed  at 
least  four  percentage  points 
from  October  although  there 
appeared  no  immediate 
reason  for  the  increase. 


Table  27 


SINGLE  MOST  IMPORTANT  PROBLEM 


MOST  Prior        Prior  1984  1985 

IMPORTANT  High  Low  APR  JUL        OCT  JAN 

PROBLEM  Date      X  Date      X    Rank  X  Rank  X  Rank    X  Rank  X 


Taxes 

7/83+  22 

10/74 

8 

1 

21 

2 

19 

2 

19 

1 

20 

Inflation 

10/74  41 

10/84 

4 

6 

7 

7 

5 

8 

4 

8 

4 

Poor  Sales 

10/82  23 

1/75* 

1 

3 

14 

3 

12 

3 

12 

4 

12 

Interest  Rates 

&  Financing 

4/82*37 

7/77 

4 

2 

18 

1 

26 

1 

24 

1 

20 

Cost  of  Labor 

7/77  9 

7/82 

2 

7 

6 

7 

5 

7 

5 

7 

5 

Government 

Regulations  (8)/ 

4/76  16 

7/82* 

Red  Tape 

4 

5 

9 

5 

9 

5 

9 

3 

13 

Competition  from 

10/76  13 

4/80* 

Large  Business 

4 

4 

10 

4 

11 

3 

12 

5 

11 

Quality  of  Labor 

4/74*  10 

1/83* 

3 

7 

6 

6 

6 

6 

7 

6 

6 

Shortage  of  Fuels 

7/84* 

Materials,  Goods 

1/74  23 

* 

9 

* 

* 

9 

1 

9 

1 

Other;  No  Answer 

9 

7 

7 

8 

Total  100X       1001         1001  100X 


*  Less  than  0.5X 
+  Most  recent 
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APPENDIX  A 


TABLE  A-1 

DESCRIPTION  Of  INDUSTRY  CLASSIFICATIONS 


CottttmctiM 

Construction  (Bulking  contractors— general,  painting,  carpentry,  plumbing, 
neatmg,  electrical,  etc.,  highway  4  bndga  contractors;  swimming  pool  construc- 
tion; ate.) 

Manufa:turinj 

Manufacturing  and  mining  (including  dairy  processor,  pnntr.  publisher) 

Transportation 

Transportation,  travel  agency,  communication,  public  utilities  (truckers,  movers, 
broadcasters,  etc) 

Wholasals 

Wholesale  (including  grain  elevator,  livestock  dealer,  distnbutor  of  construction 
equipment,  etc ) 

Ratall 

Retail  sales  (including  rood  store,  service  station,  restaurant,  bar,  radio  and  TV 
store,  drug  store,  furniture  and  appliances  auto  dealer,  etc.) 

Aori  culture 

Agriculture,  veterinarian,  forestry,  landscaping,  fwteries 

Financial 
Strvicas 

Finance  companies,  insurance,  real  estate,  banks,  savings  6  loans,  etc. 

NonprotnttiQnal 
Sarvicas 

Beauty  salon,  barber  shop,  garage,  motel  hotel,  repair  service,  bookkeeping 
service,  photographer,  funeral  director,  rental  agency,  credit  bureau,  laundry,  etc 

Proftssional 
Sarvicas 

Physician,  dentist,  attorney,  optometrist,  engineer,  architect  accountant,  skilled 
nursing  care  facility,  etc 

TABLE  A-2 

DEFINITION  OF  REGIONS 

REGION 

STATES  INCLUDED  IN  REGION 

Haw  Eagtans* 

Connecticut.  Maine.  Massachusetts.  New  Hampshire.  Rhode  Island,  Vermont 

Mio^AUairtJc 

New  Jersey.  New  York,  Pennsylvania 

Eatt  North  Central 

Illinois.  Indiana.  Michigan,  Ohio.  Wisconsin 

Watt  Norm  Central 

Iowa,  Kansas.  Minnesota,  Missoun.  Nebraska.  North  Dakota,  South  Dakota 

South  Atlantic 

Delaware.  Florida.  Georgia.  Maryland.  North  Carolina,  South  Carolina,  Virginia, 
West  Virginia,  (also  includes  Washington,  DC) 

Eatt  Sooth  Cantral 

Alabama.  Kentucky.  Mississippi,  Tennessee 

Watt  South  Cantral 

Arkansas.  Louisiana,  Oklahoma.  Texas 

Mountain 

Anzona.  Colorado.  Idaho.  Montana.  Nevada.  New  Mcico.  Utah,  Wyoming 

Pacific 

Alaska,  California.  Hawaii.  Oregon.  Washington 
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9    13    15    17       7       3    8       2  4 

8 

12    IS      6    22       6       2  13       2  2 

9 

21*2       2       24  3* 

2 

TiW 

tOO%  100%  100%  100%  100%  H0%  100%  100%  100% 

100% 

2^   264    52    165  596    95    172  233  115 

1945 

PMNitf  Km 

13    14      2       8    31      5       9    12  6 

TABLE  A-4 
NUMBER  OF  EMPLOYEES  •YMOUtTflY 

HOUVTHV 

1  1  1  1  >  III  Jill 

"l  od 

E 

52427      12      Ql?  5 

7 

5     4      2      4      9      14    14      14  15 

9 

i-i 

27    16   35   23   33     33   37     37  37 

3P. 

i-i 

22    17    15    22    21     20    15     19  18 

1? 

u-u 

12    15    12    17    12       8     8       6  10 

11 

n-ii 

5     6     *    10"     6"       3     5  34 

6 

9-n 

13  18  14   \2    6      4    6      5  3 

9 

m*um 

U   22   17   1U     7      3     7      3  7 

9" 

**!**      3*      *  1 

* 

TiM 

100%  100%  100%  100%  100%  100%  100%  100%  100% 

100% 

249  256    52    157  589    120  172  229  115 

1945 
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NFIB  QUARTERLY  ECONOMIC  SURVEY 

Please  (ctrcU)  the  appropriate  answers  or  fill  ia  the  blank* 

1  What  u  you rxvmcl'bu tineas  organization? 

Q3  Proprietorship  CJ  Partnership  Qj  Corporation  % 

2  Phase  cleasily  frbur  max*  bww,  acbTity,|  using  [one]  of  the  categories  ol  examples  below  (H  more  than  on* 
applies,  orde  fJb«  on*  which  contributes  IK*  most  toward  your  grots  sales  or  toll!  rtv#uu*t) 

CD  Construction  (general  contractor,  psinfcng  carpentry,  plumbing,  hating.  electrical  highway  #rc ) 

g  Menulecturing  end  mining  (including  dairy  processor,  prints.  pubiuher,  9K) 

g  Transportation,  travel  agency,  communication,  public  utility  (trucks  mom  broadcasters.  ,/c) 

W  Wholeaele  (including  grain  elevator,  livestock  dealer,  distributor  ol  equipment  menulac  Wt  rep,  ore ) 

CD  Retail  (including  senrtce  sUboa  restaurant  bar.  red*  and  TV  store,  drug  .tor*  florist  apparel  ore ) 

B3  Agriculture,  veterinarian,  foreetry.  landscaping,  fisheries. 

Q)  Financial  insurance,  reel  astat*  bank,  saving*  &  loan,  eft 

GD  Beauty  **Jor  barber  shop,  garage,  motel  hotel  repair  service,  bookkeeping  service. 

photographer,  funeral  director,  rental  agency,  credit  bureau,  laundry,  e/e. 
EB  Physician,  dentat  attorney,  engineer,  architect  accountant  skilled  nursing  cent  lacihty.  ere 
UPJ  Other  (please  describe)  


3  What  is  the  (wrvgjej  rncei  important  problem  lacing  |yourbusineu|  today?  (Please  circle  only  ONE  of  the  following): 
□  Taxes              Q)  Interest  rotes  &  financing  ©  Quality  ol  labor 

S  ,ftflabon  S  Cosiollebor  (3  Shortage  ol  fuels,  materials  or  goods 

UJ  Poor  Sales        EJ  Government  regulahon<s)  6  red  tape  E8  Other   

09  Comprtibon  from  large  busineesee  (Please  explain) 

4  Do  you  think  the  next  faree  nonfat  will  be  a  good  bine  lor  small  business  to  expand  subetanbaUy7 

tD  Yee  (2  No  Q)  Uncertain 

4a    Why'  (Circle  ONE  answer-mo**  important  reason) 

CD  Economic  conditions  Q)  Financing  &  interest  rales         (3  Otr*r  

UJ  Sale*  Prospects  GD  Cost  ol  expansion  (please  explain) 


5  Abootthe  |ocor*my  in  general]  do  you  think  that  «/x«on/a.  horn  nowgenerel  business  conc\bon*  willb.better 
than  they  are  now.  about  the  Mrne  or  worse7 

ffl  Much  batter  gj  Aboutth#Mni#  ^  Much  worse 

UJ  Somewhat  better  GD  Somewhat  worse  (jq  Don'iknow 

6  Durtno  the  last  3  months  or  calendar  lguart»r|  what  were  your  jgross  wle,  I  or  revenuee? 

CD  Under$!2500  CD  $25  000  40  999        0  $87.500  199999  Q)  $375000-749900 

(2  $1250024999  GD  $50000*7.499        B  S2O0O0O-374 999  g  SooSilS? 

6a    Dunng  the  /csf  co/endcr  gucrter,  was  your  dollar  sales  volume  higher,  lower,  or  about  the  same  as  it  was 
tor  lot  guoner  oe/ore7 

D)  Much  higher         Q  Higher  Q)  About  Ihe  same     GD  Lower       Q  Much  lower 

6b    "  jhigher  or  bw*T|  by  approximately  what  percentage? 

CD  Less  than  6%  CD  11%-15%  Q  21%-25%  Q}  36%-50% 

O  6%-10%  GD  16%-20%  Q  26%-35%  (ffl  51%  or  more 

7  Were  your  |net  earmnas|  or  "income"  (after  taxes)  Irom  your  business  dunng  the  hit  coWor  guortsr  higher, 
lower  or  about  the  same  as  they  were  for  th*  guorrer  oerore7 

0)  Much  higher       Q3  HigI.er  Q  About  the  same    GD  Lower  Q  Much  lower 

7a    II  (higher  or  lower  1  by  approximately  what  percentage7 

ID  Less  than  6%  GD  U%-15%  Q  21%-25%  rn  36%-SO% 

(2  6%  10%  GD  16%-2C%  EJ  26%-35%  0  51%  or  more 
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7b.    11  Ihtqhr  orbwaT]  what  H  g  ,  »oar  important  raaaoa?  (Clrcla  onb  PHP 

CD  SaW**orum*  Q]  AvauabibtyoimatarlaW  a  Financing  oc** 

Q  Laborcoa*  □  IUe*Whlgh*rprte*ak*        Q         muo^I  ch*not 

Q)  Coat  ol  it  teriala  your  product  or  aarvtc*         09  Othtr  


(SpacUy) 

8  CW.U.  what  do  ycu  arpad  to  happan  to  tha  raaJ  ro/u ••(numbw  ol  unite)  ol  gocxte  and/ or  »arr>ca«  that  you  will  mU 
during  tha  mart  taraa  atoataa? 

ffl  Goupalot  Q)  Stay  tha  aama  Q  Go  down  a  lot 

(2  Go  up  a  llrta  Q)  Go  dew  •  UitW  (2  Don't  know 


9  Howaraycur  |avaraga  aalling  priori  now  comparad  to  thro*  month*  ago? 

CD  Low  now       Q  NodirJaranca         Q)  Higharnow  Q)  Don't  know 

9*-    II  highar  or  lowar.  by  what  paroant.  on  «n  avaraga? 

(D  Laaathanl%     Q)  20-23%         S  404S%  O  8.0-9.9%  QJoniknow 

Q  10-19%         Q)  3CK39%         S3  50-79%  0  10%ormora 

10  In  tha  naif  (Area  noatta.  do  you  pUn  to  caojipath*  UTaraga  tailing  prtc^a]  ol  your  gooda  and/or  aa-rtoaa? 
ffl  Yaa.  raiaa  Drtoaa     Q  Yaa.  lowar  pricaa    Q)  Nochanga  Q)  Dont  know 

10a.  II  raiaa  or  lowar.  by  what  paroant  on  orarort? 

d)  Laaathan  1%     Q)  20-2  9%  Q  4049%   0)  80-99%         B)  Don't b«w 

Q  10-19%         ffi  3009%  £}  50-79%   Q)  10% or  mora 

11  How  many  ampbyaaa  do  you  hava  |tuU  and  part>tima|  indudiag  your—IP 

tD  Ona  Q)  3-5  Q  10-U  CZJ  20-39 

D  Two  ffl  6-9  0  15-19  (ED  40  or  mora 

12  During  th.aWttr**»jc*f^dkith*to^num 

(D  Incaaaadby  amployaafe)    Q  Dacraaaadby  amployaata)      CD  Stayad  tha  aama 

12a.  If  tha  rote?  numb*:  of  ompbyaaa  Itncraaaad  or  daeraaaadl  waa  thia  changa  dua  primarily  to  aaoaoao/ 
factor*  adacting  your  buatnaaa? 

(D  Yaa  Q  No 

13  In  tru»  aaxf  fAraa  month*,  do  you  axpact  to  Incraaaa  or  dacraaaa  tha  total  |r,umbar  ot  paopN  worktnq  tor  you?( 

Q)  Incraaaa  Q  Kaap  tha  aama  QJ  Dacraaaa 

14  Do  you  hava  any  |tobopantnqaJ  that  you  ara  not  abla  to  611  right  now? 

(D  Yaa.  tor  abOad  labor  Q)  Yaa.  both  akillad  and  unaktQad  labor 

Q  Yaa.  lor  unabtlad  labor  Q)  No 

14a.  II  you  hava  any  opaninga.  about  how  long  hava  thaaa  toba  baan  availabla?  (Ctrda  ONI  ostagory  which  baat 
daacribac  your  ovarall  aituattonk 

QJ  Laaa  than  on*  month  Q)  Thraa  month*,  but  tea*  than  atz  months 

Q  Ona  month*,  but  Uaa  than  thraa  montha     Q)  Six  montha  or  mora 

15  During  tha  laat  thraa  montha.  did  you  incraaaa  or  dacraaaa  your  Invantc-iaa? 

□  Incraaaa  Q  About  tha  aama        Q)  Dacraaaa  Q)  Not  appropriate 

15a.  II  Uncraaaa  or  dacraaaa.  \  by  approximately  what  parcant? 

d)  Laaa  than  6%  QJ  11%-15%  Q  21%-25%  QJ  36%- 50% 

Q  6%-10%  ffl  16%-20%  (Q  26%-35%  (ffl  51%  or  mora 

16  At  th*  praaant  tima.  do  you  laal  your  linvan  tori  ail  ara  too  larg*.  about  right  or  inadaquata? 

UJ  Toolarg*  Q  About  right  QJ  Toobw  QJ  r^ot  appropriate 


16a-  Loobngahaadtoth*  jnaxt  thraa  to  aixmonthaj  do  you  aipact  on  batanoa.  to  add  to  your  Lnvantoriaa.  kaap  tham 
about  th*  aama.  or  dacraaaa  tham? 

Q  Add  Q  Kaap  tha  aama  CO  Dacraaaa  S3  Not  appropriate 

(Saa  nasi  paga) 


ER|c  BESypMBi 


390 


57 


17  II  you  borrow  monay  ragularry  (at  lmlcnetwrr3  monthtlaa  part  ci  vour  butwm  how  doaa  tK« 
Irata  of  iniaraaflpayabla  on  your  moat  raoant  ban  compare  with  thai  patd  tkr—  moatk*  ogo? 

E  Much  higher  Q  Sam*  Q  Much  km*r  Q  Inappliosbla  do  not  borrow  r^uUriy  U 
O  H,ghar  QJ  Uwtf        0  Don't  know 

1 7a  Ar»  thaaa  kvw.i         or  hardar  to  gat  than  thay  wara  '*r*a  »oal &a  oox)? 

ID  Ea**«T  Q}  Sam*  Q]  Hardar  QJ  Don't  know  31 

17b.  Do  you  aipacl  to  fand  «  aaaar  or  hardar  to  obtain  your  laguirad  financing  during  tha  aaxf  tkr—  montht* 

Eaatar  Q}  Sama  Q  Hardar  Q]  Don't  know  M 

18  II  you  borrowad  within  :ha  last  thraa  monlht  tor  buatrvan  purpoaae.  and  tha  loan  maturity  (pay  backpanod)  wm  1  YMr 

or  laaa.  what  intorwt  rata  did  you  pay?  %  or  Prima  ♦   M» 

19  0unr.g/aa/oji6»oa/a*r^»yourhrmmadaany  IcapiUlaipandwaa]  toimptoraorpurchaaaaoAiipmantbutJdinga. 
or  land?  (Chack  all  thol  apply) 

Eguipmant  Vahidaa:  Q)  Yaa  M 

Additional  Buildings  CD  Yaa 

Improvad  Building*:  Q)  Yaa 

Additional  Land  □  Yaa 

19a  //  r**.  what  wo»  th*  total  co#/  of  that*  profactt  (La  total  purchaat  pncaP 

CD  undar  $1000  QJ  $10000-19.999  (7J  $100000499999 

2  * 1.0004999  H  $20,000-49999  ©  $500,000  999.999 

□]  $5000  9999  0  $50.00099.999  ©  $1  nulbonormora 

20  Looking  ohaad  to  tha  InaH  thraa  to  «i,  month*)  do  you  aipact  to  maka  any  captial  aipandituraa  for  plant 
and/or  physical  aquipmant? 

®  Y"  Q)  >k  Dl  Dont  know 

21  Do  you  plan  to  changa  araraga  amployaa  companaatf  an  (wagaa  and  banabt*  but  NOT  Social  Security,  U  C  taxaa.  ate) 
during  tha  nast  thxaa  month*? 

{JJ  Incraaaa  Q  Kaap  tha  Sama         Q)  Dacraaaa  ffl  Dor  *t  Know 

21a.  U  Incraaaa  or  Dacraaaa;  by  what  paroantaga  on  avaraga? 

ID  1-2%  □  5-6%  H  9-10%  C)  Don't  Know 

0}  34%  Q]  7-8%  E  Oar  10% 

22  Ovar  tha  paat  thraa  moo  tha.  did  you  incraaaa  araraga  amployaa  companaatton  (waga*  and  ban***,  but  HOT  Social 
Sacurtty.UCtaxaa.atoJ? 

(D  Incraaaad  QJ  Kapt  tha  Sama  Q]  Dacraaaad 

22a.  Li  Incr»a«ad  or  Dacraaaad.  by  what  paroantaga  on  •varaga? 

ID  1-2%  G)  56%  Q  9-10% 

Q  34%  ffl  7-8%  H  Ovar  10% 

23  Haeae  tndSoaia  tha  gaographloal  araa  that  baat  daacrtba*  tha  community  tn  which  your  buttoaa*  to  bcatod 
Q)  A  rr^tropohVn/ urban  arae  (population  of  ovar  100000  tn  dty  and  immadlate  araa) 
Q)  A  *m*2  city  (population  orar  15.000  but  undar  100,000  tn  city  and  tmmadtata  araa) 
CH  A  run>]  araa  (popuUfton  undar  15.000  tn  city  and  turrourxing  commurttm) 


1Rpi  ffl.  MM 


3 
"4 


391 


Senator  Abdnor.  Thank  you,  Mr.  Motley,  for  a  very  fine  state- 
ment and  Til  be  anxiously  awaiting  your  survey  when  you  have 
that  completed.  While  you  were  testifying,  our  fourth  witness  has 
entered  the  room,  Stuart  Hardy,  of  the  U.S.  Chamber. 

Would  you  mind  coming  to  the  front?  I  think  they  left  a  chair  for 
you  there,  Mr.  Hardy.  We  just  took  off  and  started  without  you. 

Our  next  witness,  one  whom  I'm  very,  very  pleased  to  have,  Mr. 
Bob  Miller,  who  is  from  the  South  Dakota  Municipal  League  and 
the  National  League  of  Cities. 

Bob,  we  thank  you  for  coming  all  the  way  in  because  we  know 
you  have  a  great  contribution  to  make  to  this  subcommittee.  Go 
right  ahead. 

STATEMENT  OF  ROBERT  H.  MILLER,  EXECUTIVE  DIRECTOR, 
SOUTH  DAKOTA  MUNICIPAL  LEAGUE 

Mr.  Miller.  Thank  you,  Senator  Abdnor.  I  have  been  the  execu- 
tive director  of  the  South  Dakota  Municipal  League  for  the  past  8 
years.  I  am  appearing  here  today  as  the  director  of  the  oldest,  larg- 
est and  most  representative  local  government  organization  in  the 
State  of  South  Dakota.  Our  membership  includes  309  cities  and 
towns.  All  but  13  of  them  are  less  than  5,000  in  population.  In  fact, 
189  of  our  members  are  less  than  500  in  population.  Regardless  of 
size,  all  municipalities  in  South  Dakota  are  required  to  furnish  the 
same  basic  group  of  services. 

The  population  of  South  Dakota  and  all  rural  States  is  changing* 
In  the  past  10  years,  the  percent  of  our  population  over  65  years 
old  has  increased  13  percent.  Sixty-five  of  our  6?  counties  have  lost 
population  in  the  past  10  years.  In  essence,  what  we  have  is  a  de- 
clining population  that  is  predominantly  older  or  very  young,  re- 
quiring services  that  are  mostly  paid  for  by  an  agricultural-based 
economy  that  is  in  poor  condition. 

Many  of  South  Dakota's  cities,  because  of  their  geographic  loca- 
tion and  their  dependence  on  agri-business  in  the  surrounding 
counties  face  the  consequences  of  a  decline  in  the  value  of  property 
and,  therefore,  a  decrease  in  revenue  that  will  be  produced  from 
tax  levies. 

On  many  of  our  rural  South  Dakota  Main  Streets,  there  are 
vacant  buildings.  Taxes  are  uot  being  paid  on  these  properties 
simply  because  the  income  from  agri-business  is  not  available.  The 
streets  and  sidewalks  fronting  these  buildings  need  maintenance 
even  though  the  vacant  buildings  no  longer  contribute  their  share 
to  the  city  budget.  Consequently,  all  of  our  cities  suffer  because  of  a 
lack  of  taxable  property. 

In  South  Dakota,  we  lose  one  Main  Street  business  for  every  five 
farms  that  are  lost  or  consolidated.  As  we  lose  farms,  we  lose  Main 
Streets  because  farmers  are  large  consumers  of  goods  and  services 
sold  on  Main  Street.  Those  remaining  on  the  farms  are  then  forced 
to  travel  even  greater  distances  to  make  required  purchases,  thus 
further  hurting  themselves  and  those  remaining  on  Main  Street. 

Store  closings  on  Main  Street  are  nothing  new.  We  have  always 
had  stores  going  out>of-business  in  our  free  market  system.  What  is 
new,  however,  is  that  today  there  is  no  one  waiting  to  go  into 
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vacant  buildings  with  a  new  business.  Today,  when  a  Main  Street 
budding  becomes  vacant,  it  stays  vacant 

^A^X^i!88  8U?fe7>d  greatly  »  «»e  last  few  years  because 
ot  the  Tffects  of  the  agnculture  crisis.  The  effects  of  the  agriculture 
situation  are  felt,  not  only  by  our  farmers  and  their  leaders,  but 
also  by  every  business  on  Mam  Street.  The  slowdown  in  the  econo- 
my has  caused  lower  sales  by  nearly  all  businesses  in  South 
Dakota.  The  resulting  effect  on  local  governments  has  been  a  re- 
duction of  sales  tax  receipts  and  a  much  higher  delinquency  rate  of 
property  taxes. 

This  is  a  problem  that  will  continue  for  rural  America  as  long  as 
the  farm  problem  exists.  How  can  you  make  municipal  improve- 
ments when  taxes  or  assessments  against  abandoned  property 
cannot  be  collected?  As  more  and  more  properties  are  abandoned 
and  collection  cf  taxes  decreases,  the  problem  will  become  much 
greater  because  fewer  and  fewer  taxpayers  will  have  to  carry  the 
tax  load. 

•  I?  1972,  when  Congress  created  general  revenue  sharing,  the  ob- 
jective was  to  provide  State  and  local  governments  with  Federal 
nscal  assistance  on  a  basis  that  would  allow  maximum  flexibility  in 
choosing  how  the  funds  would  be  used  and  minimum  involvement 
by  the  f  ederal  Government.  Supporters  of  the  original  legislation 
agreed  that  Federal  taxes  were  more  responsive  to  economic 
growth  and  more  equitable  than  those  of  State  and  local  govern- 
ments. 

In  addition,  many  Members  of  Congress  considered  the  revenue 
sharing  concept  as  a  means  of  halting  the  trend  of  increasing  con- 
centration of  power  in  Washington  at  the  expense  of  State  and 
local  autonomy.  I  believe  that  objective  has  been  achieved  and  al- 
thoughmodifications  occurred  in  1976  and  1980,  it  remains  a  pro- 
gram that  encourages  local  governments  to  provide  their  residents 
with  public  services  on  their  own  by  including  an  incentive  for 
local  tax  effort. 

i  HSPil  °£er  ^tefiforical  grant  programs,  revenue  sharing  has  al- 
lowed all  cities  to  obtain  supplemental  revenue  for  government  op- 
erations and  capital  programs.  The  majority  of  cities  in  South 
Dakota  cannot  otherwise  qualify  for  categorical  grants  that  use  cri- 
teria like  overemployment,  unemployment  and  disenfranchised 
minorities.  They  have,  therefore,  come  to  rely  cvn  general  revenue 
sharing  as  an  integral  part  of  their  budget. 

Frozen  at  the  same  level  by  Congress  for  8  years,  general  reve- 
nue sharing  cannot  and  should  not  be  portrayed  as  contributing  to 
the  Federal  deficit  of  recent  years. 

Our  situation  in  South  Dakota  is  almost  atypical  because  of  the 
relative  recovery  and  prosperity  in  other  parts  of  the  United 
7  j  «r  do  not  have  huge  State  surpluses  as  some  would  con- 
tend. We  are  not  an  energy-rich  State.  We  do  not  have  large  de- 
fense plants.  We  are  a  State  of  many  small  towns  who  have  as 
Uieir  sole  source  of  Federal  revenue— revenue  sharing.  We  are  a 
State  of  balanced  budgets.  We  are  a  State  with  its  own  economic 
problems.  A  State  which  could  not  replace  the  loss  of  revenue  shar- 
ing. 

Statements  have  been  made  to  the  effect  that  funding  for 
projects  for  which  revenue  sharing  is  now  paying  the  cost  could 
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have  beer  handled  through  various  grants  and  other  fund  sources 
which  are  available. 

The  fallacy  in  this  statement,  however,  lies  in  the  fact  that  most 
small  town  councils,  and  in  this  respect  I  am  referring  to  communi- 
ties under  500  population,  do  not  have  full-time  employees,  and  are 
not  aware  of  many  of  the  funding  programs. 

In  a  small  town,  the  members  of  the  city  council  usually  consist 
of  the  man  who  pumps  gas  at  the  corner  station,  the  manager  of 
the  feed  store,  a  grocer,  or  a  person  who  farms  part  time  but  lives 
in  town.  Usually,  the  time  which  they  devote  to  the  city  council  ac- 
tivities is  limited  to  the  2  or  3  hours  per  month  spent  in  local  meet- 
ings of  the  council,  or  an  occasional  extra  meeting.  Most  of  these 
individual*  cannot  afford  to  hire  additional  employees  to  provide 
time  for  council  meetings. 

Most  South  Dakota  towns  would  happily  trade  in  all  Federal 
grant  programs  for  the  chance  to  keep  revenue  sharing. 

Neither  the  court  system  or  the  Congress  of  tht>  United  States 
have  been  very  helpful  in  our  fight  to  save  the  rural  Main  Streets 
of  America.  It  seems  that  every  day  Congress  or  the  courts  impose 
some  new  program  or  standard  on  rural  America.  The  most  recent 
is  the  case  of  Garcia  v.  San  Antonio.  The  Supreme  Court  ruled  tnat 
cities  must  come  under  the  Fair  Labor  Standards  Act.  The  ruling 
will  cost  several  million  dollars  in  South  Dakota. 

The  Congress  tells  us  what  the  quality  of  our  drinking  water 
must  be,  what  the  condition  of  our  jails  must  be,  how  our  jable  TV 
systems  must  be  operated  and  how  we  are  to  operate  our  very 
small  hospitals. 

We  must  retain  Federal  support  for  the  implementation  of  na- 
tional policy  at  the  local  level,  particularly  when  local  responsibil- 
ities are  created  by  national  law  or  national  economic  and  social 
trends  which  are  beyond  the  control  of  the  city.  Congresses  current 
approach  to  national  policy  which  affects  small  cities  is  a  hit  or 
miss  approach.  Congress  must  recognize  the  effect  of  its  policies  on 
small  rural  towns.  Small  town  governments  are  affected  in  coun> 
less  v/ays  by  legal  mandates  established  by  Federal  courts  and  Con- 
gress and  human  mandates  caused  by  economic  conditions. 

I  do,  however,  see  some  light  at  the  end  of  the  tunnel.  Forecast- 
ers seem  to  be  saying  that  our  Main  Streets  are  optimistic.  Busi- 
ness people  an  predicting  increased  profits  by  a  margin  of  more 
than  2  to  1.  More  than  half  of  the  respondents  to  a  March  1985 
survey  by  the  University  of  South  Dakota  expect  gross  sales  to  in- 
crease in  the  next  12  months. 

In  conclusion,  I  would  like  to  thank  you  for  the  opportunity  to 
appear  here  today.  If  the  Congress  of  the  United  States  will  work  a 
miracle,  and  solve  the  current  problems  of  agriculture;  Main 
Street's  problems  will  solve  themselves.  In  1896,  William  Jennings 
Bryant  said  it  best  when  he  wrote: 

Burn  down  your  cities  and  leave  our  farms,  and  your  cities  will  spring  up  as  if  by 
magic,  but  destroy  our  farms,  and  the  grass  will  grow  in  the  Main  Streets  of  every 
city  in  the  country. 

Thank  you,  Senator  Abdnor. 
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Senator  Abdnor.  A  very  strong  message,  and  you're  right.  If  we 
norrfcaf  f^8*'       ^ the  country  back  on  ™  feet  eco- 

cS^Sne8*0116  f°r       ^  laSt'  but  he  WaS  here 

STATEMENT  OF  KENNETH  E.  STONE,  EXTENSION  ECONOMIST 
IOWA  STATE  UNIVERSITY 

Mr.  Stone.  I,  too,  Mr.  Chairman,  would  like  to  thank  you  for  the 
opportunity  to  speak  before  this  group  today.  I'd  like  to  start  off  by 
saying  that  the  death  of  small  towns  has  been  somewhat  exaggerat- 
ed. I  have  colleagues  that,  20  years  ago,  predicted  that  therevrould 
be  many  fewer  small  towns  today  and  they  have  been  found  to  be 
wrong.  The  small  town  has  turned  out  to  be  much  more  resilient 
and  much  tougher  than  many  of  us  had  expected  it  to  be 

However,  I  don't  want  to  diminish  the  problems  in' the  small 
towns.  There  are  some  very  severe  problems,  and  they  are  in  a 
weakened  state  at  this  particular  point,  and  many  of  them  do  need 

It  may  be  useful  to  spend  just  a  moment  reviewing  how  these 
small  towns  came  about  in  the  Midwest. 

In  thf  w/S^u1"10^'!^6  Midwest  was  ae™rian  society. 
In  the  late  1800  s,  the  small  towns  sprung  up  to  meet  the  wants 
and  needs  of  the  farm  population.  In  fact,  in  Iowa,  most  of  the 
CTr^i are  W.0Ut  t?,be  ^uare  so  that  the  farmers  who 

back  in il  day        m  °       gCt  to  the  C0Unty  **** 

But,  over  a  period  of  time,  we  have  seen  mechanization  start  re- 
placing tarmers  and,  as  the  farm  population  started  decreasing,  we 
saw  that  many  of  these  little  businesses  that  were  viable  back  in 
the  agrarian  stage  now  were  no  longer  viable.  So  we  started  seeing 
the  disappearance  of  many  of  these  small  businesses  In  fact,  if  we 
were  designing  States  today,  we  certainly  would  not  have  any- 
where near  the  number  of  small  towns  that  we  have,  nor,  I  think, 
would  we  have  the  number  of  counties  that  we  have.  But,  in  the 
days  in  which  they  came  about,  it  seemed  appropriate. 

<?JLn  du?J?dy  hi  I919  {?T  t^J1980  House  Conference  on 

bmall  Business,  and  we  tracked  the  migration  of  retail  sales  in 
every  single  county  m  Iowa,  Kansas,  Missouri,  Nebraska,  and  we 
found  some  very  interesting  results.  We  found  that  if  you  go  back 
.midfifties,  there  was  not  that  much  outmigration,  if  you 
netted  it  out,  from  the  rural  areas. 

When  we  got  into  the  sixties,  we  saw  something  on  the  order  of 
10  percent  of  the  people  leaving  the  rural  areas,  going  to  the  metro 
areas;  when  we  got  into  the  seventies,  we  saw  it  get  up  in  th- 
neighborhood  of  15  percent  on  average. 

Now,  in  Iowa,  in  1984,  73  of  our  99  counties  are  what  we  call 
leakage  counties,  and,  on  average,  they're  losing  19  percent  of  the 
retaii  trade  out  of  the  counties.  And  they  are  predominantly  rural 
counties,  and,  on  average,  it  is  $21  million  per  year  per  county  that 
is  leaving.  And  its  going  to  the  bigger  metro  counties 

Another  thing  we  found  as  we  looked  at  the  1984  data  was  that 
bl  counties  had  suffered  outright  retail  losses  compared  to  the  pre- 
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vioufi  year,  1983.  And,  on  average,  it  was  $22  million  per  county. 
We  found  13  counties  that  suffered  2  consecutive  years  of  retail 
sale  losses  and  those  were  primarily  in  the  southern  tier  counties, 
that  have  been  hit  especially  hard  by  weather  and  by  low  prices. 

I've  done  another  study  on  all  950  towns.  I  keep  tabs  on  every 
town  in  the  State  over  a  period  of  years.  And,  again,  we  found 
some  very  interesting  things.  We  found  that,  in  general,  the  small- 
er towns  are  suffering,  as  we  all  know.  As  an  example,  260  towns 
that  we  looked  at  that  were  less  than  500  population  have  lost  27 
percent  of  their  trade  in  the  last  15  years.  More  importantly,  they 
lost  14  percent  of  it  just  from  1983  to  1984,  this  last  year  alone,  in- 
dicating the  real  impact  of  the  farm  situation. 

Conversely,  many  of  the  larger  towns  are  gaining  trade,  some  as 
high  as  30  percent  in  the  last  15  years.  Our  capital  city,  Des 
Moines,  has  gained  16  percent,  expanded  its  trade  area  by  16  per- 
cent in  the  last  15  years;  and  8  percent  of  that  came  last  year 
alone.  And  that  amounts  to  about  $90  million  more  last  year  than 
they  were  taking  in  the  previous  year. 

A  couple  of  years  before  that,  I  did  a  study  on  the  effect  of  shop- 
ping malls  and  we  had  quite  a  large  number  of  shopping  malls  that 
came  into  the  State  of  Iowa  in  the  1970's  and  they  have  been  a 
very  devastating  force  on  small  towns,  actually  pulling  the  trade 
out  of  the  small  towns. 

As  an  example,  a  shopping  mall  of  500,000  square  foot,  on  aver- 
age, will  pull  about  $2.5  million  out  of  each  of  the  adjoining  six  or 
seven  counties.  And  if  you  want  to  go  even  two  tiers  of  counties 
away,  on  average,  it  will  pull  about  $1.25  million  out  of  each  of 
those  counties. 

So  that's  not  the  only  thing  that's  pulling  trade  out  of  the  small 
towns,  but  certainly  it's  been  a  very  potent  force. 

I  have  some  observations  on  Main  Street  also.  I  travel  all  over 
the  State  of  Iowa,  roughly  20,000  to  25,000  miles  a  year,  visiting 
small  towns  and  working  with  them.  They  range  all  the  way  from 
ghost  towns  in  some  of  the  smaller  towns  on  Main  Street  to  some 
that  look  quite  dynamic  and  quite  viable. 

The  housing  stock,  surprisingly  enough,  is  in  much  better  shape 
than  most  of  us  realize.  It  seems  to  me  that  in  periods  of  past  pros- 
perity there  were  a  lot  of  new  homes  built;  for  example,  in  the 
twenties,  the  fifties,  and,  most  recently,  in  the  seventies,  so  there  is 
a  lot  of  pretty  good  housing  starts  in  small  towns.  A  lot  of  the 
towns  have  good  churches  and  schools,  although  the  school  enroll- 
ment is  going  down  quite  rapidly  and  that's  a  fear  that  many 
people  have,  that  they  are  going  to  start  losing  schools. 

We  have  a  lot  of  nice  nursing  homes;  we  have  a  lot  of  nice  hous- 
ing for  the  elderly.  A  lot  of  it  is  fairly  new.  The  infrastructure  is 
pretty  good,  the  water  systems,  the  streets  and  sewers,  and  so  on. 

So  if  you  added  up  the  value  of  the  assets,  I  think  you  will  find 
they're  worth  an  awful  lot  in  the  small  towns. 

What  are  the  impacts  of  the  losses  of  these  businesses  from  the 
small  towns? 

No.  1,  as  was  suggested  earlier,  people  are  inconvenienced;  it  be- 
comes a  vicious  circle.  As  they  start  losing  stores,  they  are  forced 
to  go  to  another  town  to  buy  that  particular  merchandise,  and  they 
also  buy  other  types  of  merchandise  they  normally  would  have 
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bought  in  the  hometown.  So  it  becomes  a  very  debilitating  effect  on 
their  hometown. 

There's  also  a  loss  of  tax  revenue  and  a  loss  of  schools  because  of 
the  les3er  enrollment.  I  think,  most  importantly,  perhaps,  is  the 
loss  of  pride.  When  their  Main  Street  looks  like  the  pits,  so  to 
speak,  people  don't  have  much  pride  in  their  hometown  any  longer 

What  can  be  done? 

I  think,  No.  1,  in  our  State,  we  need  to  make  some  efforts  to  di- 
versify the  economic  base.  Most  of  these  towns  have  been  depend- 
ent upon  an  agricultural  economy  and  we  do  see  pockets  of  pros- 
perity in  the  State  where  they  have  managed  to  diversify  the  eco- 
nomic base. 

I  think,  furthermore,  there  needs  to  be  a  grass  roots  educational 
effort  in  letting  people  know  how  this  is  done.  As  I  visit  with  ^ 
people  in  towns  below  2,500  population,  most  of  them  don't  have 
the  slightest  idea  even  how  to  get  started  doing  somne  economic  de- 
velopment. 

We  think  that  there's  a  need  to  do  some  case  studies  to  show 
how  these  successful  towns  have  done  it,  and  take  those  case  stud-  " 
les  to  the  towns  that  need  the  help.  I  think,  from  the  Federal,  and 
State  level,  there  may  be  some  opportunity  for  tax  credits  to  en- 
courage firms  to  locate  in  smaller  towns;  there  may  be  some  oppor- 
tunities for  job  credits  and  certainly  some  of  the  incentives  that  we 
have  now  in  the  way  of  tax  credits  for  renovating  older  buildings, 
and  so  on,  I  think,  would  be  used  to  a  much  greater  degree. 

One  very  encouraging  thing  I'm  seeing  in  our  State  is  that 
people  are  really  reassessing  their  current  situation.  It  is  the  teach-  * 
able  moment.  ; 

Now  we  are  seeing  towns  that  once  were  arch-enemic3,  that  i 
would  not  cooperate  on  anything,  now  getting  together  and  cooper-  4 
ating  on  pooling  their  resources  and  bringing  industrial  develop- 
ment and  bringing  new  industry  into  the  area.  I 

I  do  have  a  couple  of  success  stories,  then  I'll  close.  We  have  had 
a  few  little  towns  that  have  literally  pulled  themselves  up  by  the  v 
bootstraps.  They  actually  raised,  in  some  cases,  towns  of  300  to  400  I 
population,  raised  $50,000  to  $60,000  by  getting  donations  from  *  ? 
people  to  form  nonprofit  corporations;  they  have  rebuilt  their  own  '*> 
general  store  or  convenience  store  and  restaurant,  and  that  type  of  * 
thing.  •> 

I  see  the  people  I'm  working  with.  They're  not  looking  for  mas-  * 
sive  Government  subsidies  or  anything  like  that.  They  would  just  J 
like  a  minimum  of  help,  some  instructions  on  how  to  do  it.  And  I 
think,  in  many  cases,  they  are  willing  to  take  the  bull  by  the  i 
horns,  so  to  speak,  and  get  the  job  done  themselves.  Thank  you  ^ 
very  much. 

[The  prepared  statement  of  Mr.  Stone  follows:] 
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Prepared  Statement  of  Kenneth  E.  Stone 

THE  ECONOMIC  CONDITION  OF  RURAL  COMMUNITIES  IN  THE  MIDWEST 
A  CASE  STUDY  OF  IOWA 

SUMMARY 

•  Many  rural  towns  in  the  Midwest  sprung  up  around  the  turn  of  the 
last  century  to  serve  the  needs  of  a  relatively  immobile  agrarian 
population* 

•  Farm  population  density  decreased  with  mechanization,  thereby 
causing  many  businesses  in  small  towns  to  become  economically 
non-viable. 

•  A  study  by  the  author  tor  the  1980  White  House  Conference  on 

Small  Business  found  a  gradually  accelerating  migration  of  retail  sales 
from  rural  areas  to  urban  areas  in  lows,  Kansas,  Missouri,  and 
Nebraska. 

•  A  1984  study  by  the  author  found  that  Iowa's  830  towns  below  2,500 
population  suffered  heavy  losses  of  retail  sales  in  the  last  15  years, 
with  the  heaviest  losses  coming  in  1984. 

•  A  1982  study  by  the  author  found  that  regional  shopping  malls  have 
been  a  major  factor  in  the  last  decade  in  capturing  retail  trade  from 
outlying  smaller  towns. 

*  The  loss  of  main  street  businesses  in  small  towns  has  he  J  a  very 
debilitating  effect,  causing  inconvenience  to  residents,  loss  of  tax 
base,  and  loss  of  pride. 

*  Possible  solutions  include  "grass  roots"  educational  efforts  on 
economical  development,  federal  tax  incentives,  and  regional  economic 
development  groups. 
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In  the  early  statehood  years,  the  Midwest's  economy  was  based 
largely  on  agriculture.    Towns  sprung  up  in  regular  geographical  pat- 
terns to  meet  the  needs  of  farmers.    Before  the  advent  of  motorized 
vehicles,  nearly  all  these  needs  could  be  met  in  the  nearest  town  or  at 
least  somewhere  in  the  county.    However,  once  farming  became  mecha- 
nized, large  numbers  of  farmers  were  slowly,  but  surely  displaced  by 
machinery.    At  the  same  time,  the  remaining  farmers  were  gaining  the 
mobility  to  range  further  from  home  to  acquire  their  needs.    As  the 
density  of  farmers  decreased,  main  street  businesses  began  failing  in 
the  smaller  towns  because  of  reduced  numbers  of  customers.  Other 
institutions  such  as  schools  were  closed  and  consolidated  because  of  a 
reduction  in  population. 

Some  towns  managed  to  preserve  their  economic  viability  by  attract- 
ing non-agricultural  industry,  or  by  expanding  the  geographical  area 
for  marketing  their  a-r." culturally-related  products.    Many  towns  that 
did  not  rebuild  their  economic  bases  to  compensate  for  the  loss  of  farm 
population,  ended  up  with  main  streets  that  resembled  ghost  towns.  Yet 
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in  cases  where  Che  town  vis  within  commuting  distance  of  larger  towns, 
many  residents  continued  to  live  in  the  small  town,  but  traveled  to  the 
larger  town  to  work  and  shop. 

Recent  studies  and  observation? 

A  study  for  the  1980  White  House  Conference  on  Small  Business  (1), 
found  that  the  trend  of  shoppers  leaving  rural  areas  to  shop  in  urban 
areas  accelerated  dramatically  from  the  mid  1950s  to  the  late  1970s. 
The  study  analyzed  the  net  flow  of  retail  trade  between  counties  for 
Iowa,  Kansas,  Missouri,  and  Nebraska.    Similar  trends  were  found  in  all 
four  states.    In  the  mid  1950s,  the  net  outflow  of  retail  trade  from 
the  least  populated  counties  was,  on  average,  less  thsn  five  percent. 
In  the  1960s,  the  "leakage"  of  retsil  trsde  from  rural  counties 
increased  to  approximately  ten  percent.    By  the  late  1970s,  the  leas 
populated  counties  were  experiercing  average  leakagea  of  approximately 
15  percent,  while  the  urban  counties  were  acquiring  a  growing  net 
inflow  of  retail  sales. 

In  Iowa  in  1984,  only  26  out  of  99  countiea  enjoyed  net  inflows  of 
retail  trade.     These  were  primarily  urban  counties.    In  the  most  ex- 
treme case,  Polk  County,  home  of  Des  Moines,  the  state  capital,  experi- 
enced a  35  percent  surplus.    This  was  nearly  $1  billion  more  than  the 
residents  of  Polk  County  alone  spent  in  1984.    The  remaining  73  coun- 
ties experienced  leakages  averaging  $21  million  per  county.    In  the 
worst  case,  s  county  sdjscent  to  Des  Moines,  the  state  capital, 
experienced  a  leakage  of  over  $100  million.    In  general,  countiea 
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Adjacent  to  metropolitan  counties  exerpienced  the  heaviest  outflow  of 
retail  sales. 

Town  studies 

Studies  of  the  retail  performance  0f  nost  of  Iowa's  955  towns  (2) 
have  vividly  illustrated  that  those  of  less  than  2,500  population  have, 
in  general,  experienced  shrinking  trade  area  population  over, the  last 
15  years,  while  most  of  the  120+  towns  over  2,500  population  have 
gained  in  trade  area  population.    For  example,  the  260  towns  of  less 
than  500  population  have  experienced  average  retail  losses  of  over  27 
percent  from  1976  to  1984.    For  these  towns,  1984  has  been  the  worst 
single  year  for  retail  losses  and  amounted  to  over  14  percent  or 
approximately  $250,000  per  town  on  average. 

Many  of  the  larger  towns  have  experienced  gains  in  retail  sales 
over  the  last  15  years,  ranging  as  high  as  30  percent.    Des  Moines 
experienced  retail  sales  gains  of  16  percent  in  the  last  15  years.  In 
1984  alone,  Des  Moines1  trade  area  population  expanded  over  eight 
percent,  meaning  that  over  $90  million  lost  from  smaller  towns  was 
gained  by  the  capital  city.  ^ 

Effects  of  shopping  malls 

A  1981  study  (3)  found  that  shopping  malls  in  Iowa  acted  as  giant 
magnets  in  drawing  retail  trade  from  surrounding  smaller  towns.     It  was 
found  th«*t,  on  average,  a  500,000  square  foot  shopping  mall  captured 
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Approximately  $2.5  will i cm  from  adjacent  counties  and  over  $1*2  million 
from  second  tier  counties*    Shoppers'  goods  stores ,  such  as  variety 
stores,  clothing  stores,  shoe  stores,  jewelry  stores  and  others  were 
most  severely  and  immediately  impacted*    However,  negative  impacts  were 
soon  felt  by  other  types  of  stores  such  as  hardwares,  groceries,  drug 
stores  and  other**    Apparently  as  residents  of  small  towns  traveled  to 
shopping  malls  to  obstensibly  shop  for  shopper's  goods,  many  of  them 
also  bought  convenience- type  items  that  they  normally  would  have  bought 
in  their  home  towns,  thereby  exacerbating  the  situation  for  a  large 
number  of  the  small  town  merchants. 

Many  small  town  merchants,  faced  with  reduced  volume  because  of 
losses  to  the  malls,  try  to  recoup  profits  by  raising  prices  and/or  by 
reducing  inventory*    Both  tactics  tend  to  create  the  image  of  a  less 
desiresble  place  to  shop  in  the  eyes  of  consumers  and  they  purchase 
even  more  items  out  of  town*    The  situation  usually  becomes  untenable 
for  the  smaller  merchants  and  they  eventually  go  out  of  business* 

Observations 

As  one  travels  around  the  State  of  Iowa,  it  soon  becomes  obvious 
that  each  town  has  a  character  of  its  own  which  reflects  fairly 
accurately  the  collective  nature  of  its  residenta*    Most  of  the  smaller 
towns  still  have  an  active  grain  elevator  and  other  stores  supplying 
feed,  seed,  fertilizer,  and  other  farm  necessities.    Many  of  these 
stores  are  farmer-owned  cooperatives,  although  a  substantial  number  are 
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independently  owned.    However,  when  one  examine*  twin  street,  tha 
picture  is  quite  varied.    In  the  worst  esses,  main  street  resembles  s 
ghost  town,  with  most  of  the  atore*  long  ago  closed  and  boarded  up. 
Many  sre  in  verv  poor  states  of  repeir  snd  are  eyesores,    in  £h«  best 
esses,  main  street  looks  slive  snd  vibrant  and  appears  to  b'S  serving  s 
sizeable  portion  of  the  needs  of  the  Sown  residents.    In  tz.e  vast 
msjority  of  esses,  towns  below  1,000  population  have  a  few  strong 
businesses  such  ss  hsrdwaret,  lumber  yards,  and  various  services,  but 
almost  invariably  they  will  also  have  s  few  vscsnt  stores  thst  sre 
gradually  weathering  away. 

The  housing  stock  in  many  small  towns  is  surprisngly  good. 
Typically,  it  appears  that  many  of  the  homea  were  built  in  previoua 
periods  of  prosperity,  such  as  the  1920s,  the  1950s,  snd  most  recently 
in  the  1970s.    Usually  the  price  of  housicg  in  small  towns  is  much 
lower  than  in  the  larger  towna  and  cities.    Consequently,  many  people 
prefer  to  live  in  the  smaller  towns,  even  if  it  means  commuting  s 
considerable  distance  to  work  snd/or  shop. 

The  infrastructure  of  many  of  the  small  towns  also  appears  to  be 
in  relatively  good  shape.    Many  of  the  water  and  sewage  systems  have 
obviously  been  installed  in  the  last  couple  of  decades.  Other 
utilities  seem  to  be  adequate.    Roads  and  streets  v^ry  from  town  to  " 
town  but,  in  general,  are  in  decent  shape.    Host  of  the  towns  hsve 
schools  and  churches  in  good  condition. 


copy  MMimi 


403 


Impacts 

The  lost  of  main  street  businesses  hss  s  very  detriments!  effect 
on  smsll  towns*    Perhtps  the  most  serious  impact  is  the  inconvenience 
created  for  the  town  residents*    In  some  esses,  residents  must  travel 
to  another  town  to  purchase  the  necessities  of  life,  such  as  food* 
gasoline,  hardware,  etc* 

Although  retail  and  service  businesses  are  not  the  prime  movers  of 
sn  economy,  they  do  provide  jobs  for  people*    Therefore,  when  these 
businesses  terminate,  ao  too  do  the  jobs  they  provided*  Consequently, 
even  more  people  sre  forced  to  leave  town  to  find  s  means  of  making  a 
living* 

Every  closed  business  in  s  community  represents  a  loss  of  tax 
revenue  to  that  municipality*    Therefore,  either  taxes  must  be  raised 
for  the  remaining  residents  or  they  must  settle  for  reduced  levels  of  * 
services* 

An  intsngible,  but  critical  impact  of  a  ravaged  main  street,  is 
the  loss  of  pride  suffered  by  the  town  residents*    Often,  the  vscant 
buildings  are  owned  by  absentee  landlords  who  sometimes  cannot  *ven  be 
located^    Therefore  there  iw  a  sense  of  helplessness  and  frustration  as 
residents  wstch  their  downtown  deteriorste* 

What  can  be  done? 

One  of  the  most  crucial  steps  in  the  economic  development  of  small 
midwestern  towns  is  the  rebuilding  of  an  economic  base  that  is  more 


407 

§S!£  BEST  COPY  AVMBft 


404 


diversified  and  lets  dependent  cm  agriculture*    Ihis  does  not  necessar- 
ily mean  that "every  town  needs  to  attract  new  industry.    However,  if 
towns  are  to  survive  in  the  long-run,  sufficient  jobs  must  be  available 
within  a  reasonable  commuting  distance*    Ihe  problem,  though,  is  that 
most  residents  of  small  towns  do  not  have  the  slightest  idea  of  the 
procedures  necessary  co  bring  new  industry  into  the  area,  Therefore, 
in  my  opinion,  one  of  the  most  cost-effective  steps  that  could  be  taken 
is  to  implement  a  "gr»*»-roots"  educational  effort  aimed  at  teaching 
local  leaders  che  basis  of  economic  development.    Ideally,  the  instruc- 
tion would  be  capped  off  with  case  studies  illustrating  low  some  towrs 
successfully  accomplished  economic  development,    A  few  state  Coopera- 
tive Extension  Services  are  entering  into  this  educational  effort. 
They  have  the  ideal  organisational  structure  to  accomplish  this  effort, 
but  most  need  additional  resources  to  properly  get  the  job  done. 

Federal  tax  incentives  could  play  an  important  role  in  economic 
development  in  rural  towns.    For  example,  some  firms  could  be  persuaded 
to  locate  in  smaller  towns  through  the  use  of  tax  credits.    In  addi- 
tion, jobs  credits  could  be  made  available  to  firms  hiring  persons  in 
small  towns,    ihe  existing  tax  credits  for  renovating  older  buildings 
snd  historic  sites  would  probably  te  used  more  extensively  if  firms  had 
other  incentives  to  locate  in  small  towns. 

It  does  not  make  much  sense  for  every  small  town  to  compete  indi- 
vidually for  new  firms,    A  more  sensible  idea  is  for  several  towns 
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in  «  seogr.phic.i  «re«  to  band  together  tad  pool  their  resources  to 
collectively  tttnct  new  firm,  into  the  tree,    m  thi.  vtyf  the  chtnce. 
of  tuccett  tre  enhtncert  end  til  towns  htve  the  opportunity  to  benefit. 
Educttiontl  efforts  tnd  modest  fiitncitl  tssisttnce  would  be  necesstry 
to  ctrry  out  this  form  of  regiontl  development. 
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Senator  Abdnor.  Thank  you,  Mr.  Stone.  That's  excellent  testi- 
mony. I'd  be  happy  to  have  all  the  information  you  put  together 
because  what  we're  hearing  today  is  the  very  thing  I  have  been 
trying  to  make  clear  in  the  Congress,  making  some  of  our  urban 
friends  realize  K  is  a  different  situation  out  in  rural  America,  and 
we  have  seen,  in  the  Mg  cities,  it  doesn't  seem  to  register  yet. 

It  may  be  starting.  The  farm  crisis  certainly  helped  bring  it  to 
their  attention.  And  I'm  glad  they're  realizing  we're  having  trou- 
ble. And  everyone  else  must  be  in  trouble  out  there,  too.  But  we 
hope  to  reinforce  it  with  some  of  the  things  we  accomplished  here 
with  the  testimony  in  getting  the  message  out  to  the  Congress,  and 
hoping  that  some  attention  will  be  given  to  it. 

Our  last  witness,  Mr.  Stuart  Hardy,  of  the  U.S.  Chamber  of  Com- 
merce, we  welcome  you,  too.  We  certainly  know  you  have  a  big 
background  in  what's  going  on  in  the  cities,  but  also  out  in  the 
rural  States,  too. 

STATEMENT  OF  STUART  B.  HARDY,  MANAGER,  FOOD  AND  AGRI- 
CULTURE POLICY,  CHAMBER  OF  COMMERCE  OF  THE  UNITED 
STATES,  ACCOMPANIED  BY  WILLIAM  D.  KELLEHER,  MANAGER, 
COMMUNITY  RESOURCES  SECTION 

Mr.  Hardy.  I  thank  you,  Mr.  Chairman.  I  am  Stuart  B.  Hardy, 
manager  of  Food  and  Agriculture  Policy  for  the  Chamber  of  Com- 
merce of  the  United  States.  I'll  keep  my  oral  remarks  brief,  but  I 
would  respectfully  request,  sir,  with  your  permission,  that  the  full 
text  of  our  prepared  statement  be  printed  in  the  permanent  hear- 
ing record. 

Senator  Abdnor.  Without  objection,  it  will  be  made  part  of  the 
record  at  the  end  of  your  oral  statement. 
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iri  S*8?*-  M^?y  factors  affect  the  rural  economy;  however,  I 
would  like  to  confine  my  testimony  this  morning  primarily  to  one 
of  the  most  important  of  these  factors,  which  is,  of  course,  agricul- 
ture and  Federal  agricultural  policy.  «B"wu 
In  your  letter  of  invitation  to  participate  in  this  hearinir,  Mr 
Chairman,  you  correctly  pointed  out  that  the  rural  economy  is  not 
yet  fully  participating  in  the  current  robust  expansion  of  the  rest 
iL^f  U  f-  eowwmy- This.is  especially  true  of  the  Great  Plains 
agrSlSre         rural  re^ons  which  are  heavily  dependent  upon 

I  think  it  is  less  true,  however,  of  the  rural  northeast  and  other 
rural  regions,  which  are  less  dependent  on  agriculture  because 
many  nonfarm  sources  of  employment,  such  as  recreation,  are 
available  in  those  areas. 

So  I  think  it's  important  to  keep  in  mind  the  distinction  between 
rural  areas  that  are  heavily  or  almost  totally  dependent  on  agricul- 
ture and  those  with  a  relatively  mixed  base  economy 

The  current  economic  difficulties  of  rural  Main  Street  are  often  a 
direct  consequence  of  the  recent  downturn  in  the  farm  economy. 
And  as  all  three  of  my  panel  colleagues  have  indicated  this  morn- 
problem  F       Problem  is,  to  a  very  large  extent,  an  agricultural 

nf  n^lrST'iW  %0Tf  ^  ^P'  1  was  speaks  to  a  member 
of  the  US  Chamber's  Food  and  Agriculture  Committee,  who  comes 
from  a  relatively  small  town— 10,000  to  15,000  people— in  south- 
eastern Nebraska.  And  he  gave  me  a  very  good  example  of  the 
kinds  of  problems  that  rural  America  is  now  confronting  in  those 
areas  which  are  very  heavily  dependent  upon  agriculture  as  a 
source  of  their  income. 

He  indicated  that  in  the  last  SO  days,  three  of  the  largest  retail 
outlets  m  this  town  in  Nebraska  have  announced  plans  U>  close 
down  by  the  end  of  the  summer.  That  is  going  to  leave  a  yawnine 
gap  on  the  Mam  Street  of  that  town.  And  what  is  particularly 
tragic  is  that,  by  all  accounts,  if  you  look  at  the  USDA  estimates  of 
net  tarm  income  for  next  year,  we  haven't  yet  bottomed  out.  So  we 
have  a  very,  very  serious  problem  out  there. 

The  U.S.  Chamber  is  very  well  aware  of  the  acute  financial  dis- 
tress in  rural  agricultural  areas  of  the  country  because  we  hear 
from  our  local  chambers  all  around  the  country.  Low  farm  income 
and  record-high  farm  indebtedness  have  put  enormous  stress  on 
the  entire  fabric  of  rural  economy,  and  I  think  it's  important  to 
point  out  that  all  rural  institutions,  not  merely  Main  Street,  but 
also  schools,  hospitals,  banks,  and  churches  are  feeling  the  ripule 
enects  of  this  rural  agricultural  recession. 

These  hearings  are  very  timely,  Mr.  Chairman,  because  as  the 
farm  recession  begins  to  translate  itself  into  a  rural  recession,  the 
information  gathered  here  in  these  hearings,  I  think  will  be  of 
great  vaiue  to  policymakers,  not  only  here  m  Washington,  but  at 
the  State  and  local  level  as  well. 

In  July  of  1984,  the  U.S.  Department  of  Agriculture  submitted  to 
Congress  a  rural  development  strategy  report,  entitled  "Rural 
Communities  and  the  American  Farm— A  Partnership  of 
Progress.  I  commend  this  report  to  the  committee.  It  includes  a 
number  of,  I  think,  very  practical  and  doable  recommendations  for 
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better  coordinating  the  numerous  Federal  programs  and  policies 
which  affect  rural  communities.  And  I  think  it  also  delineates  a 
strategy  for  using  available  Government  resources  to  leverage  max- 
imum change  by  forging  a  partnership  with  local  rural  leaders  in 
the  private  sector. 

This  is  something  the  chambers  of  commerce— not  only  the  U.S. 
Chamber,  but  our  local  chamber  affiliates— are  very  keen  on,  more 
of  a  partnership  between  the  Government  and  the  private  sector  to 
get  some  of  these  problems  solved  The  Federal  Government  does 
not  have  the  resources,  nor  does  it  have  the  wisdom  to  impose  a 
rural  solution  from  Washington,  DC;  however,  the  Federal  Govern- 
ment does  have  sufficient  resources  to  mobilize  local  community 
and  business  leaders  and  provide  them  with  the  necessary  techni- 
cal assistance  to  begin  to  revive  their  communities.  / 

As  Mr.  Stone  indicated,  technical  assistance  is  one  of  the  great 
needs  out  there — perhaps  an  even  greater  need  than  financial  as- 
sistance. Know-how,  some  guidance  and  direction  are  needed  to 
help  these  local  leaders  begin  to  tackle  their  own  problems. 

An  example  of  this  Federal/local/business  parbiership  and  one 
which  the  chambers  have  been  enthusiastically  involved  in,  is  the 
Main  Street  program,  Mr.  Chairman,  which  I  know  you're  a  good 
supporter  of,  begun  7  years  ago  by  the  National  Trust  for  Historic 
Preservation  to  restore  the  economic  health  and  vitality  of  small 
cities  and  towns.  s  *         '  ; 

This  program  has  helped  over  100  communities  in  11  States  to 
transform  decaying  business  districts  into  thriving  commercial  cen- 
ters* The  program  involves  very  little  Federal  expense;  it  is  not  a 
grant  program.  Rather,  it  is  a  program  of  technical  assistance  that 
helps  local  communities  identify  the  means  and  methods  of  restor- 
ing their  downtown  centers. 

Last  September,  the  U.S.  Chamber  and  local  chambers  assisted 
the  National  Trust  for  Historic  Preservation  and  the  Department 
of  Agriculture  in  a  video  conference  in  which  rural  leaders  from 
hundreds  of  communities  participated.  The  video  conference  pro- 
vided a  5V2  hour  course  to  help  develop  Main  Street  projects  and 
implement  those  projects.  Less  than  a  year  later,  we  are  already 
beginning  to  see  the  concrete  results  in  dozens  of  new  community 
projects  all  over  the  country.  And  I  offer  this,  Mr.  Chairman,  just 
as  one  example  of  how  technical  assistance  and  relatively  little 
Federal  cost  can  pay  big  dividends* 

I  would  like  to  use  the  remainder  of  my  time  to  address  the  ques- 
tion of  how  agricultural  policy  affects  the  rural  economy.  Thanks, 
in  part,  to  the  work  of  this  committee,  many  recognize  today  that 
farm  and  commodity  programs  often  have  unintended  and  disrup- 
tive effects  on  other  sectors  of  the  farm'  and  rural  economy. 

The  payment-in-kind  experience  in  1983  provides  a  graphic  ex- 
ample of  the  ripple  effects  of  commodity  programs  on  farm-supply 
businesses,  and  others.  As  we  all  know,  I  think,  in  this  room,  Con- 
gress this  year  will  fashion  a  new  multi-year  farm  bill  to  replace 
the  expiring  1981  Food  and  Agricultural  Act 

This  legislation  will  provide  an  opportunity  to  design  programs 
which  take  into  account  not  only  the  2  or  3  percent  of  our  total 

Eopulation  that  lives  on  farms  and  ranches  today,  but  the  22  mil- 
on  jobs  in  our  total  economy,  many  of  those  jobs  in  rural  commu- 
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nities,  which  depend  more  or  less  directly  on  food  and  fiber  produc- 
tion. 

My  prepared  statement  includes  an  appendix,  which  is  entitled 

Position  Paper  on  Agricultural  Policy  in  the  1985  Farm  Bill."  And 
this  appendix  outlines  the  rationale  for  specific  recommendations 
of  the  chamber.  I  won't  go  into  those  specific  recommendations  but 
I  would  like  to  make  a  few  general  observations. 

The  chamber's  positions  on  food  and  agricultural  policy  are 
based  on  the  findings  and  recommendations  of  a  very  large  number 
of  farm  policy  studies  and  reports  which  have  been  published 
within  the  last  year  or  two,  and  that  includes,  I  might  say;  Mr. 
Chairman,  an  excellent  staff  study  issued  by  this  committee  back 
m  December  of  1983. 

These  numerous  studies  and  reports  represent  differing  political 
and  economic  perspectives,  but  I  think  there  are  several  common 
points  which  have  emerged  and  which  have:  focused  on  several 
common  themes,  and  I'd  like  to  just  cite  four  of  those  themes 
before  I  close. 

The  first  is  that:  Farm  program  benefits  should  be  targeted  to 
foil-time  producers  whose  income  is  derived  mostly  or  entirely 
from  the  farm,  rather  than  paying  large  benefits  to  hobby  farmers, 
to  the  type  of  fanners  who  have  gotten  into  it  for  tax  benefits,  as 
you  indicated  earlier,  Mr.  Chairman;  and  others  that  don't  really 
need  the  assistance. 

Second,  I  think  the  general  point  that  has  emerged  from  our 
farm  policy  debate  this  year  is  that  the  commodity  price  regulation 
is  not  a  very  efficient  method  of  maintaining  farm  income.  Perhaps 
we  should  look  around  for  an  alternative  method  of  supporting  the 
income  of  farmers  and  ranchers  who  really  need  income  support, 
rather  than  doing  it  through  commodity  price  regulation. 

A  third  point  is  that  U.S.  export  credit  programs  could  be  made 
more  effective  if  intermediate  term  credits  were  made  available 
and  programed  on  a  multiyear  basis.  And,  here,  I'm  referring  to 
some  of  the  export  financing  programs  of  the  Commodity  Credit 
Corporation. 

And,  then,  finally,  Mr.  Chairman,  I  think  it's  fair  to  say  most 
participants  in  the  farm  policy  debate  now  agree  that  some  aspects 
of  existing  commodity  programs,  especially  the  nonrecourse  loan 
programs,  are  giving  our  competitors— the  Argentines,  the  E.C.,  the 
Canadians,  the  Australians,  and  other  farm  competitors— an  unfair 
advantage  because  these  nonrecourse  loan  programs  provide  a 
price  umbrella  over  world  commodity  markets  at  U.S.  expense. 

So,  at  that  point,  Mr.  Chairman,  I  would  like  to  wrap  up  my  com- 
ments. And,  again,  I  have  tried  to  ileus  on  the  agricultural-related 
portions  of  this  rural  problem.  Thank  you. 

[The  prepared  statement  of  Mr.  Hardy,  together  with  the  appen- 
dix referred  to,  follows:] 


412 


409 


Prepared  Statement  op  Stuart  B.  Hardy  < 

I  aa  Stuart  B.  Hardy ,  Manager ,  Food  and  Agriculture  Policy ,  Chamber  of  \ 
Commerce  of  the  United  States.    Accompanying  ae  la  William  D.  Kelleher, 
Manager,  Community  Resources  Section.   We  welcome  thla  opportunity  to  present 
the  U.S.  Chamber's  view.    Many  factors  affect  the  rural  economy;  however,  1 
will  confine  ay  testimony  primarily  to  one  of  the  most  Important  of  these  ; 
factors:  agriculture  and  federal  agricultural  policy.  *J 

In  his  letter  of  Invitation  to  participate  In  this  hearing,  Vice  Chairman  *  'i 

Abdnor  correctly  pointed  out  that  "the  rural  economy  is  not  yet  fully  | 
participating  In  the  current  robust  expansion  of  the  rest  of  the  U.S.  t; 
economy.-    This  is  especially  true  of  the  Great  Plains  states  and  other  rural 
regions  which  are  heavily  dependent  upon  agriculture.    It  is  less  true  of  the  .  % 

rural  northeast  and  other  regions  which  are  less  dependent  on  agriculture  Vt| 
because  many  non-farm  sources  of  employment  are  available.    The  current 
economic  difficulties  on  rural  Main  Street  are  often  a  direct  consequence  of 
the  downturn  in  the  farm  economy.    To  a  large  extent,  the  rural  problem  i;  sn 
agricultural  problem.. 
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The  U.S.  Chamber  Is  veil  aware  of  the  acute  financial  distress  In  rural 
agricultural  areas  of  the  country.    Low  farm  Income  and  record  high  farm 
Indebtedness  have  put  enormous  stress  on  the  entire  fabric  of  rural  society. 
All  rural  Institutions,  Including  schools,  hospitals,  retail  businesses, 
banks,  and  churches,  are  feeling  the  ripple  effects.    These  hearings  are  very 
timely  because*  as  the  farm  recession  translates  Itself  Into  a  rur/i 
recession,  the  Information  gathered  here  will  be  of  great  value  to  policy 
makers  at  all  levels  of  government. 

In  July,  1984,  the  U.S.  Department  of  Agriculture  submitted  to  Congress  a 
rural  development  strategy  report  entitled  Rural  Communities  and  the  American 
Farm:  A  Partnership  for  Progress.    I  commend  this  report  to  the  committee.  It 
Includes  a  number  of  practical  recommendations  for  better  coordinating  the 
numerous  federal  programs  and  policies  which  affect  rural  communities.  It 
also  delineates  a  strategy  for  using  available  government  resources  to 
leverage  maximum  change  by  forging  a  partnership  with  local  rural  leaders  and 
the  private  sector. 

The  federal  government  does  not  have  the  resources  to  Impose  a  rural 
solution  from  Washington,  D.C.    However,  the  federal  government  does  have 
sufficient  resources  to  mobilise  local  community  and  business  leaders  and 
provide  them  with  the  necessary  technical  assistance  to  begin  to  revive  their 
communities. 

An  example  of  this  federal-lccal-business  partnership — and  one  In  which 
chambers  of  commerce  have  been  enthusiastically  involved — Is  the  Main  Street 
program.    Begun  seven  years  ago  by  the  national  Trust  for  Historic 
Preservation  to  restore  the  economic  health  and  vitality  of  small  cities  and 
towns,  the  program  has  helped  over  100  communities  In  11  states  to  transform 
decaying  business  districts  Into  thriving  commercial  sectors.    The  program 
Involves  very  little  federal  expense.    It  Is  not  a  grant  program  but  a  program 
of  technical  assistance  that  helps  local  communities  identify  the  means  and 
methods  of  restoring  their  downtown  centers. 
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Last  September,  the  U.S.  Chamber  assisted  the  National  Trust  and  the 
Department  of  Agriculture  In  a  video  conference  In  which  rural  leaders  from 
hundreds  of  communities  participated*    The  video  conference  provided  s 
5  1/2  hour  course  In  how  to  develop  and  Implement  a  Main  Street  project*  Less 
than  a  year  lster,  we  are  already  beginning  to  see  the  concrete  results  In 
dozens  of  new  community  projects  all  over  the  country*    This  Is  an  example  of 
how  technical  assistance,  at  relatively  little  federal  cost,  can  pay  big 
dividends ♦ 

I  will  use  the  remainder  of  my  time  to  address  the  question  of  how 
agricultural  policy  affects  the  rural  economy.    Thanks  In  part  to  the  work  of 
this  committee,  many  recognize  today  that  farm  and  commodity  programs  often 
have  unintended  and  disruptive  effects  on  other  sectors  of  the  farm  and  rural 
economy.    The  Psynent-ln-Klnd  experience  of  1983  provides  a  graphic  example  of  ' 
the  ripple  effects  of  commodity  programs  on  farm  supply  businesses  and  others. 

Congress  will  fashion  a  new,  multi-yes r  Farm  Bill  In  1985.  This 
legislation  provides  an  opportunity  to  design  programs  which  tske  Into  account 
not  only  the  two  or  three  percent  of  the  po puis t Ion  living  on  fsrms  and 
ranches  but  also  the  22  million  jobs  that  depend  on  food  and  fiber  production. 

The  new  farm  legislation  also  provides  an  opportunity  to  benefit  rural 
communities  by  undertaking  long-term  reforms  aimed  at  a  healthier,  more 
competitive  U.S.  agriculture.    My  testimony  includes  an  appendix,  entitled 
Position  Paper  on  Agricultural  Policy  and  the  1985  Farm  Bill,  which  outlines 
the  rationale  for  specific  recommendations. 

The  Chamber's  positions  are  based  on  the  findings  and  recommendations  of  a 
very  large  number  of  far?  policy  studies  and  reports  which  have  been  published 
within  the  past  year  or  two,  including  an  excellent  staff  study  issued  by  this 
Committee  in  December,  1983.    These  numerous  studies  and  reports  represent 
differing  political  and  economic  perspectives.    Nevertheless,  several  common 
points  have  emerged  around  the  central  theme  that  current  programs  are  not 
working.    Many  resesrchers  agree  on  four  key  points. 
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o       Farm  program  benefits  should  be  targeted  to  full-time  producers  whose 
income  is  derived  mostly  0r  entirely  from  the  farm. 

o      Commodit,  price  regulation  is  not  an  efficient  method  of  maintaining 
farm  income.    An  alternative  method  of  income  support  is  needed. 

o      U.S.  export  credits  could  be  made  more  effective  if  intermediate-term ' 
credits  vere  made  available  and  programmed  on  a  multi-year  basis. 

o      Some  aspects  of  existing  commodity  programs— especially  the 

nonrecourse  loan— are  giving  our  competitors  an  unfair  advantage  by 
providing  a  "price  umbrella"  over  world  commodity  markets  at  U.S. 
expense. 

These  points  helped  shape  and  fashion  the  U.S.  Chamber's  farm  policy 
recommendations. 

Our  six  recommendations  deal  only  with  the  major  commodity  and  export 
promotion  programs. 

1«    Nonrecourse  Loans.    Nonrecourse  commodity  loan  programs  for  wheat, 
corn,  feed  grains  and  rice  need  to  be  determined  by  a  flexible,  market-based 
formula.    Nonrecourse  loans  must  be  continued.    However,  inflexible  loan 
rates,  set  by  statute  above  market  clearing  levels,  stimulate  excess 
production,  undermine  international  competitiveness  and  result  in  disruptive 
acreage  reduction  programs  perpetuating  farm  depression. 
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2.  Target  prices*    The  target  price  system  should  be  phased  out  and  an 
alternative  system*  carefully  designed  to  avoid  any  interference  with  market 
forces,  should  be  established  for  equitably  dealing  with  temporary  problems  of 
low  farm  incooe.    Deficiency  payments  are  expensive  and  benefit  largely  those 
who  need  them  least;  target  levels,  considered  to  be  "market  neutral,**  in 
fact,  have  been  market  disruptive. 

3.  Farmer-Owned  Reserve.  The  Farmer-Owned  Reserve  (FOR)  is  both  a  useful 
marketing  tool  and  a  cost-effective  method  of  assuring  supplies.  However,  the 
FOR  should  be  limited,  simplified,  and  not  used  to  manipulate  prices. 

4.  Supply  management.    Supply  management  programs  have  been  extremely 
costly  and  disruptive  for  farm  suppliers,  livestock  and  dairy  producers, 
post-harvest  industries,  taxpayers  and  consumers,  and  they  have  been 
self-defeating  In  the  larger  context  of  a  global  agricultural  economy.  Supply 
management  programs  have  failed  to  assure  needed  farm  profitability. 

5.  Dairy.    The  present  and  gradual  decline  In  the  dairy  support  price  Is 
the  most  effective  and  equitable  method  of  bringing  supply  into  balance  with 
demand  and  should  be  continued. 

6.  Export  Development.    Export  efforts  should  be  strengthened  and 
redirected,  perhaps  by  a  "ladder**  of  food  aid  and  export  credit  programs.  At 
the  base  of  the  ladder  Is  P.L.  480  (Food-for-Peace  Program).    Moving  up  the 
ladder  are  Intermediate-term  export  credits  for  developing  countries  which  are 
beyond  P.L.  480  but  which  cannot  meet  the  more  stringent  terms  of  the  GSK-102 
short- ter.:  guarantee  program.    At  the  top  of  the  ladder,  short-term  credits  on 
a  multi-year  basis,  would  Improve  export  opportunities  among  the  most 
prosperous  developing  nations.    Congress  should  also  consider  the  Grace 
Commission  recommendation  that  credit  guarantees  under  the  GSM — 102  export 
credit  program  be  made  transferable. 
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Food  assistance  and  export  market  development  programs  are  a 
cost-effective  means  of  providing  humanitarian  relief  and  expanding  foreign 
markets.    These  programs  should  n^t  be  used  to  achieve  domestic  or 
international  policy  goals  unrelated  to  food  aid  or  export  market 
development.    In  particular,  cargo  preference  restrictions  should  be 
eliminated  or  replaced  by  other  methods  which  do  not  inhibit  export  sales  and 
food  assistance.    Also,  U.S.  programs  should  not  be  used  to  subsidise  the 
development  of  processing  and  other  facilities  which  directly  compete  w.lth 
U.S.  firms  and  displace  value-added  export  products. 

These  recommendations  can  bring  about  needed  structural  adjustments  in 
U.S.  agriculture.    However,  some  producers  who  are  now  dependent  upon  price 
supports  and  deficiency  payments  may  experience  economic  difficulty. 
Temporary  programs  of  assistance  may  be  needed  to  mitigate  economic  hardship. 


CRITERIA  FOR  TEMPORARY  ECONOMIC  HARDSHIP  MEASURES 

Government  has  an  obligation  to  bring  about  structural  reforaa  as  smoothly 
and  orderly  as  possible,  possibly  through  development  of  temporary  "safety 
net"  measures  to  accompany  reforms  in  the  farm  program.    In  our  judgment,  such 
measures  should  meet  four  essential  and  minimum  criteria! 

1.  their  cost  must  be  less  than  what  they  replace; 

2.  they  should  be  terminated  at  the  end  of  an  appropriate  transitional 
period ; 

3.  they  should  include  means  tests  or  other  mechanisms  to  assure  that 
benefits  are  directed  only  to  those  in  need;  and 

4.  they  should  separate  income  maintenance  from  price  supports. 
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Hie  past  five  decades  have  witnessed  dramatic  changes  In  agricultural 
technology*  structure  and  Marketing,  but  Federal  farm  stabilisation  programs 
have  undergone  relatively  less  change  In  this  sane  period.    There  Is  ample  and 
growing  evidence  that  these  aging  fam  progress  are  Increasingly  Ineffective 
In  dealing  with  the  challenges  and  opportunities  of  this  decade  and  beyond. 
Their  inadequacies  have  becoae  aore  obvious  In  decent  years  as  their  costs  to 
taxpayers  have  increased  (from  $6.6  billion  in  1981  to  $28.3  billion  In  1983) 
with  little  apparent  effect  on  fara  prosperity  (1)*. 

Inflexible  coaaodlty  price  supports,  set  at  higher  than  market 
levels,  have  resulted  in  Inefficient  resource  allocation  and  a  vast  build-up 
of  price  depressing  surplus  stocks.    Fragile  lard  has  been  brought  into 
production  to  the  detriment  of  sound  resource  management.    Foreign  competitors 
have  teen  encouraged  to  undercut  U.S.  prices  In  world  markets  (2). 

Similarly,  efforts  to  control  the  volume  of  production  through 
voluntary  controls  on  planted  acreage  have  had  a  long  history  of  dia appointing 
results  for  the  obvious  reason  that 


*  Notes  and  references  are  at  the  end  of  the  paper. 
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such  programs  encourage  farmers  to  retire  their  lettt  productive  land  and  firm 
the  remainder  intensively.    Moreover,  other  grain  producing  nations  have  taken 
advantage  of  U.S.  acreage  reductions  to  Increase  thetr  own  production,  while 
Importing  nations  have  viewed  U.S.  cutbscks  with  alarm. 

U.S.  agriculture  has  become  more  Integrsted  Into  the  non-farm 
domestic  economy  and  Into  world  market  a.    The  consequences  of  farm  program  a 
are  felt  far  beyond  the  farm  gate  and  have  ripple  effects  throughout  the  23 
percent  of  the  total  economy  which  Is  farm  related.    Nevertheless,  Cons  res  a 
snd  recent  Administrations  continue  to  develop  farm  programa  on  a  cxunodlty  by 
commodity  baals,  with  little  apparent  regard  for  their  effect  on  the 
llveatock,  poultry  and  dairy  aectors,  much  less  on  farm  supply  businesses, 
post  harvest  Industries,  trsde  competitiveness,  snd  consumers. 

Major  elements  of  the  federsl  farm  program  expire  on  September  30, 
1985*    The  new  Farm  Bill  provides  an  opportunity  to  begin  significant 
structural  reforms  In  the  farm  program  for  crop  year  1986  and  beyond. 

WHO  BENEFITS? 

A  recent  Economic  Report  of  the  President  (3)  calculates  that  if  farm 
program  payments  in  1983  were  distributed  equally  among  the  nation's  2.4 
million  farmers  end  ranchers,  each  farm/ranch  would  have  received  about 
$12,000.    However,  because  program  payments  are  distributed  in  direct 
proportion  to  volume  of  production,  a  disproportionate  share  of  benefits  goes 
to  the  relatively  small  number  of  farmers  who  produce  the  bulk  of  supported 
commodities.    For  example,  in  1982,  78X  of  all  direct  federal  farm  program 
payments  went  to  a  minority  (29X)  of  farmers  with  annual  sales  in  excess  of 
$40,000  U). 
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Tht  official  definition  of  »  fnrn/ranch  it  any  unit  of  land  producing 
•t  luit  11,000  In  stoat  aalea  of  agricultural  product!  ptr  year.   Xht  ^* 
Cougnatloutl  Budget  Of fict  tnd  USBA't  Economic  fceaearch  Service  have  recently 
eoanltttd  etudlee  (5)  of  tht  2.4  million  fern  ./nucha,  thtt  eetiefy  thlt 
dtfinition  in  tn  tttt.pt  to  ctttgorlst  ferw/ranchet  by  acnage,  production 
volume,  and  income.   Bit  rttoltt  (ttt  Appendix,  labia  1)  euggttt  thtt  sort 
tbtn  half  (1.*  million)  of  total  U.S.  farme/raachae  art  tatU  unite  with  ltaa 
than  120,000  in  annual  grott  fan  ttltt.   Thit  group  earn,  tort  than  half 
C60X-80X)  of  it*  tottl  lncott  off  tbt  fan.  Many  eppaar  to  bt  truck  farnara, 
hobby  ftnere  or  tax  thtlttrt  with  Uttle  nttd  for,  or  inttrttt  in,  prlct 
tupport  progrtat.    to  average,  thia  group  hat  t  negative  ntt  farn  incctJt,  if 
tht  etttlttict  art  crtdlblt  (tat  Appendix,  labia  1). 

▲  ttcoud  category  contlttt  of  tbout  670,000  farmt/renchta  with  groaa 
far.  ttltt  in  tht  $20,000  to  *100,000  nog..    Ihlt  group  ttndt  to  bt  tht 
mld-tited  "f«nily  farttrt"  who  art  fuU  tint  farmar.  and  aarn  latt  off  fan 
lncont  than  anaUar  acala  freer.,   Tht  nid-aUad  faatra  account  for  mora 
than  25X  of  tht  natloa'e  fant/ranchta,  but  thty  aarn  only  10*  of  ntt  fan 
lncont  (aaa  Appendix,  lablt  1). 

Finally,  tht  third  category  of  fana/rtnchtt  la  mtdt  up  of  about 
300,000  unit,  with  groa.  farn  ttltt  In  txcttt  of  tl00,000.   VhU.  thia  group 
eakee  up  only  about  13%  of  tht  tottl  number  ferma/renchee,  thay  account  for 
•on  than  80S  of  total  ntt  fan  Income.    In  fact,  tha  25,000  fan.  which 
avenge  .ore  than  one  half  Million  dollara  in  annual  fan  eelea  account  for 
tbout  60X  of  th,  total,    mny  of  tha..  larga  acala  opantiona  participate  in, 
and  benefit  fron,  fedartl  prlct  tupport  progrant  (aee  Appendix,  labia  1). 

Sereral  ncant  atudiaa  tppttr  to  confin  thtt  md-tind,  full  tin. 
fanera  an  in  tht  greatttt  difficulty  today  tnd  ftct  an  uncertain  futun 
(6).    Ihlt  la  particularly  ttua  of  younger  ftntrt  who  punned  an  expantlonltt 
ttrattgy  in  the  decade  of  the  1970't  and  became  heavily  indebted  on  tha 
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expectation  of  continued  strong  prices*    Farm  programs,  *»  presently 
structured  9  have  done  lit  tit  to  alleviate  the  distress  of  farmers  in  this 
category.    At  the  sane  time,  however,  they  have  provided  unneeded  benefits  to 
■tny  large  scale,  Adequately  capitalised  producers. 

The  spectacle  of  huge  government  payments  to  large  volume  producers 
has  provoked  renewed  Interest  in  "targeting"  program  benefits  to  those  farmers 
and  ranchers  ,  presumably  small  and  medium  scale  full  time  farmers,  in  greatest 
need  (7).    The  targeting  concept,  however,  raises  a  number  of  serious 
difficulties*   For  example,  it  would  be  very  difficult  to  devise  a  means  test 
that  would  equitably  distinguish  between  need>  prv^ncers .  and  profitable 
producers,  or  between  gradations  of  need.    Such  a  program  would  certainly  tend 
to  encourage  Inefficiency  by  rewarding  marginal  managers*   Moreover,  if 
payments  were  limited,  large  scale  producers  would  no  longer  have  an  adequate 
Incentive  to  participate  in  voluntary  acreage  reduction  programs*  voluntary 
production  control  efforts  would  have  to  be  replaced  by  mandatory  controls 
such  as  marketing  quotas*    Clearly,  this  approach  leads  down  the  path  of  far 
stricter  price  and  production  regulation  and  a  retreat  from  world  markets* 

This  paper  suggests  a  different  approach* 

POLICY  COALS 

Before  pro  ceding  to  a  consideration  of  specific  program  reforms,  it 
is  necessary  to  establish  a  broad  framework  of  policy  goals  or  objectives* 
Current  U.S*  policymakers*  apparently  imbued  with  the  Jefferaonien  ideal  of 
the  small  family  farm*  have  exhibited  considerable  ambiguity  In  identifying 
the  goals  of  a  national  farm  policy*    The  result  haa  been  s  patchwork  quilt  of 
programs  and  policies  that  often  work  at  cross  purposes* 
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Ihi.  paper  idantifia.  four  baalc  objective,  of  the  U.S.  food  and 
agricultural  induetry  in  1985  and  bayond.   lhay  are: 

1.  greater  opportunity  for  fazaera  and  ranchara  to  attain 
profitability  In  the  aarket place j 

2.  abundant  aupply  of  affordabla  food  for  U.S.  conauaera; 

3.  laproved  coapctltlvanaaa  of  U.S.  food  and  agriculture  In  world 
aarkata;  and 

4.  an  efficient  allocation  of  reaourcea  and  product!. 

tteaa  broad  objective,  cannot  be  achieved  through  goYemaent 
aandatea.    ihey  can  only  be  reallaed  by  the  private  .ector  working  in  concert 
with  prudent  public  policle.  that  enabla  the  food  and  agriculture  lnduatry  to 
aake  needed  edjuetaent.  to  rapidly  changing  conditiona.    Covernaent  policy 
ahould  be  deelgned  to  proaote,  not  hinder,  theae  broad  objactivaa. 

A  djmaaic,  highly  competitive  agricultural  ecoooay  requir  I.  greater 
flexibility  In  far.  prograa  aanageaent.    ttl.  aea.ure  of  di.cration,  however, 
ahould  operate  within  the  .table  context  of  conai.tent,  long  t.r.  policy 
object!**..    Producer,  ahould  have  .oae  ...ur.oce  that  the  rule,  of  the  gaae 
will  not  change  in  aid  courae,  and  they  .hould  not  be  eubjected  to  the  policy 
.hlft.  and  «ig-r.g.  that  have  all  too  often  characterlied  recent  far.  policy. 

In  aupport  of  theaa  goala,  the  reaalnder  of  thla  paper  auggeata  .lx 
f.ra  prograa  refora.  that  .hould  be  included  in  the  198?  Far.  Mil  to  «..ure 
gre.ter  coapetitlYene..  in  do-e.tic  and  international  aark.ta.    tha  final 
portion  of  the  paper  identifie.  .one  '.af.ty  net'  aathod.  and  «duala„  .laed 
at  eaaing  the  tran.ition  fro-  price  regulation  to  a  aarket-re.poualve  far, 
economy. 
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These  recommendations  are  necessarily  moderate  and  gradual*    A  half 
century  of  price  regulation  and  supply  management  cannot  be  eliminated 
overnight  without  an  unacceptable  level  of  economic  disruption*    Moreover ,  the 
farm  economy  does  not  exist  In  an  Ideal  environment  of  free  trade  and  free 
markets.    The  aggressive  trade  practices  of  some  U.S.  competitors  alone  makes 
a  degree  of  government  Involvement  necessary  and  desirable*    For  example, 
export  credit  guarantees  are  a  poor  substitute  for  a  competitive  price  system 
based  on  comparative  advantage,  but  they  are  nevertheless  essential  under  the 
circumstances* 

Agriculture,  always  a  risky  business,  has  become  even  less  stable  In 
recent  years.    Adding  to  the  uncertainties  of  weather  and  the  biological 
production  cycle,  Is  far  greater  dependence  on  purchased  Inputs  and  export 
markets.    Consequently,  changes  In  macroeconomlc  factors  and  In  market  supply 
and  demand  have  greater  effect  and  can  occur  more  often.    Some  level  of 
government  Involvement  may  therefore  be  necessary,  although  to  <i  far  less 
Intrusive  extent  than  at  present. 

FARM  BILL  REFORMS 

The  1985  Farm  Bill  provides  an  opportunity  to  enact  needed  reforms  In 
commodity  stabilization  programs.    Six  specific  reforms  are  suggested,  as 
follows. 

Non-recourse  Loans.    Non-recourse  commodity  loan  programs  for 
weat,  com,  feedgralns  and  rice  should  be  determined  by  a  flexible, 
market-baaed  formula.    Nonrecourse  loans  provide  important  marketing  and 
cash-aov  benefits  and  help  producers  manage  risks.    However,  inxlex'.ble 
loans,  set  by  statute  above  market  clearing  levels,  have  stimulated 
production,  undermined  competitiveness  in  international  markets  and  resulted 
in  disruptive  acreage  reduction  programs. 
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2.   Target  Prices.    The  target  price  Mechanism  for  wheat,  corn, 
feedgralna,  rice  and  cotton  a  ho  old  be  eliminated,  and  an  alternative  system, 
carefully  designed  to  avoid  any  Interference  with  market  f orcee,  should  be 
established  for  equitably  dealing  with  temporary  problems  of  low  farm  Income. 

Deficiency  payments  have  proved  extremely  expensive,  benef Ita 
appear  to  have  gone  largely  to  thoee  who  need  them  learnt,  and  there  la  growing 
evidence  that  tmrget  levele,  which  were  designed  to  be  "market  neutral,"  have, 
In  fact*  been  market  disruptive  (8). 

3»    Farmer-ftmed  Reserve*    The  Farmer-Owned  Reserve  (FOR)  for  wheat, 
com  and  feedgralna  Is  both  a  useful  marketing  tool  and  a  coat  effective 
method  of  assuring  adequate  a  up  piles  In  periods  of  production  shortfall. 
However,  the  FOR  ehould  be  limited,  elmpllfied,  and  not  used  to  manipulate 
prices* 

4.    Supply  Hanagement.   We  oppose  governmental  efforts  to  control 
production  of  wheat,  corn,  feedgralna,  cotton  and  rice.  "  Supply  management 
programs  have  been  extremely  costly  and  disruptive  for  farm  suppliers, 
livestock  and  dairy  producere,  poet  harvest  Industries,  taxpayers  and 
consumers,  and  they  have  been  aelf -defeating  In  the  larger  context  of  a  global 
agricultural  economy. 

5*  !*!£L*         Secretary  of  Agriculture's  authority  to  reduce  the 
dairy  support  level  by  periodic,  50  cent  Increments  should  be  continued  beyond 
its  expiration  dste  of  September  30,  1935.    The  gradual  "ratcheting  down"  of 
the  support  price  is  the  most  effective  and  equitable  method  of  bringing 
supply  into  balance  with  demand.   The  dairy  divereion  program  should  not  be 
e:  tended  beyond  its  March  31,  1985  expiration  date. 

6*    Export  Development.    Export  efforts  should  be  strengthened  snd 
redirected  by  eetabliehlng  a  "ladder"  of  food  aid  and  export  credit  programs. 
At  the  bsse  of  the  Udder,  Piihlic  Law  480  should  continue  to  be  fully  utilised 
for  the  benefit  of  the  pooreat  nntione,  with  special  emphasis  on  the  statute's 
Importance  as  s  trsde  enhancement  mechanism. 
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Moving  up  the  ladder,  interned  late  tern  export  credits  should  be 
utilized  by  developing  countries  which  have  graduated  beyond  P.L.  480 
donations  and  concessional  sales  but  which  cannot  meet  the  a  ore  stringent 
coanerclal  terns  of  the  GSM-102  short  ten  guarantee  program.    These  aid  die 
rung  prograa s  should  *lso  assist  in  the  construction  of  handling 9  storage  and 
other  facilities  which  enhance  a  nation's  ability  to  absorb  greater  volumes  of 
agricultural  imports  and  better  feed  its  people. 

At  the  top  of  the  ladder,  short  term  credits,  progressed  on  a 
multi-year  basis,  would  Improve  export  opportunities  among  the  most  prosperous 
developing  nations.    Congress  should  also  consider  ,tbe  Grace  Commission 
recommendation  that  GSM-102  guarantees  be  made  transferable. 

Importing  nations  should  be  graduated  up  the  ladder  as  their  ability 
to  ceet  commercial  tezms  Improves*    Ihls  process  of  graduation  might  be 
further  strengthened  by  a  new  prograa  offering  a  aultlyear  line  of  direct 
and/or  guaranteed  credit  under  terms  negotiated  with  recipient  countries. 
The  program  would  approximate  a  credit  card.    Any  draw  on  the  credit  line 
would  carry  a  specified  -  say  six  month  -  maturity.    As  the  six  month  loans 
are  repaid,  the  revolving  credit  line  is  restored  by  the  payment  amount  and 
again  becomes  available  for  further  credit  purchases.    Such  a  program  would 
provide  the  recipient  country  with  long  term  credit  availability  and  some 
assurance  of  dependable  supplies. 

Food  assistance  and  export  market  development  programs  have  proven  to 
be  a  cost  effective  means  of  providing  humanitarian  relief  and  expanding 
foreign  markets.    These  programa  should  not  be  used  to  achieve  domestic  or 
international  policy  goals  unrelated  to  food  aid  or  export  market 
development.    Ia  particular,  cargo  preference  restrictions  should  be 
ellmirated  or  replaced  by  other  methods  which  do  not  inhibit  export  sales  and 
food  assistance. 


ERIC 


427: 


424 


OUtCOMS 


Ihe  for*  teeable  outcome  or  effect  of  these  six  suggested  progrsa 
reforms  Isrgely  depends  on  guch  fsctors  ss  interest  rates,  the  strength  0f  the 
dollar,  and  economic  conditions  in  developing  countries.    Under  s  -best  case" 
acensrlo  of  falling  interest  rates,  s  more  favorable  exchange  rate,  and 
strengthening  world  demand,  these  reforms  might  be  sccompllshed  with  very 
little  disruption  to  fsraers  or  the  rural  economy  because  prices  would  remain 
strong  despite  the  phased  withdrswal  of  government  supports. 

However,  under  less  favorable  circumstances,  the  combination  of 
recordations  1,  2  and  3  (target  price  phase  out,  market-clearing  loan  rates, 
an<i  .  simplified  Fsraer-Omed  Reserve)  would  probably  resultlnitially  in  lower 
grain  prices,  .  drop  in  net  fsrm  income,  the  continued  loss  of  full  time 
family  f.rmer.  (9),  and  the  removal  of  perhaps  ..  many      twenty  to  thirty 
million  seres  in  excess  grain  production  capacity  (10).    Similarly,  any  drop 
in  dairy  supports  much  below  the  current  *12.6G  per  cwt  level  is  likely  to 
result  in  acute  distress  among  highly  leversged  dairymen,  especially  "in 
regions  which  produce  high  percentages  of  manufacturing  grade  ailk. 

The  benefits  of  the  six  suggested  reforas  become  obvioua  in  the 
longer  term.   Price,  would  stabilize  within  a  market  responsive  range,  export 
competitiveness  would  improve,  production  would  come  more  in  balance  with 
demand,  farm  incomes  would  improve  and  budget  expenditures  would  decline,  xha 
longer  term  outcomes  would  ;  delude  greater  opportunity  for  profitability  aacng 
surviving  fsraers  snd  ranchers,  a  stronger  agribusiness  economy,  improved 
competitiveness  in  world  market,  .nd  a  far  more  efficient  ell o cat ion  of  fsrm 
resource*  (11). 


Federal  prr-gran.  hive  c«u«ed  Inefficient  re.ouirs  allocation  over 
■any  year.,  often  reaultlng  In  exce..  capacity.    Ihla  ha.  been  the  affect  not 
only  of  price  .upport  program  for  grain,  cotton  and  dairy,  but  alao  of  laport 
quota.,  export  aub.ldlea,  dlaa.ter  payenta,  a.  c^.p  wter> 

credit  and  cheap  energy  pollclea. 
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There  is  no  painless  way  to  induce  the  needed  resource  adjustment. 
Some  farmers  may  be  forced  out  of  business  and  others  may  be  forced  Into  less 
profitable  commodities*    A  phased  reduction  of  price  supports  nay  ease  the 
pain,  and  temporary,  structural  adjustment  programs  might  be  devised  to  help 
some  farmers  survive  the  transition  and  help  other  farmers  move  into  the 
non-farm  workforce  if  they  so  choose. 

STRUCTURAL  ADJUSTMENT  MEASURES 

Government  has  an  obligation  to  bring  about  structural  reforms  in  as 
smooth  and  orderly  a  manner  as  possible.    Congress  and  the  Administration 
should  therefore  consider  the  development  of  temporary  "safety  net"  measures 
to  accompany  market-responsive  reforms  in  the  fans  program.    Such  safety  net 
programs,  however ,  should  meet  three  essential  and  ■•»n*»*i  criteria: 

1.  their  cost  must  be  less  than  the  programs  they  replace; 

2.  they  should  be  terminated  at  the  end  c£  an  appropriate 
transitional  period; 

3.  they  should  include  means  tests  or  other  mechanisms  to  aasure 
that  benefits  are  directed  only  to  those  truly  In  need;  and 

4.  they  separate  income  maintenance  from  price  supports. 

Congress  and  the  Administration  may  wish  to  consider  any  number  of 
safety  net  options.    For  example,  one  program  might  be  aimed  at  thoae 
producers  whose  leng  term  prospects  for  survival  are  excellent  but  who  face  a 
short  term  cash  flow  crisis  resulting  from  excessive  indebtedness.    This  group 
may  include  many  skilled  managers  with  fundamentally  solid  but  highly 
leveraged  operations  who  cannot  "cash  flow"  under  double  digit  interest 
rates.    Juch  proC^cers  would  benefit  from  an  expanded  FmHA  Economic  Emergency 
Lran  Program  or  from  a  federal  "buy  down"  of  iotereat  ratea  ou  farm  operating 
loans  underwritten  by  commercial  lenders  or  production  credit  associations. 
(It  may  prove  very  difficult,  however,  to  distinguish  between  those  producers 
who  constitute  a  sound  investment  and  other,  inefficient  managers  who  would 
simply  dig  themselves  deeper  into  debt  at  public  expense.) 
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Other  "structural  adjuatment"  measures  sight  be  designed  to 
accelerate  necessary  structural  trends.    Such  e  program  might  be  aimed  at 
farmers  who  are  producing  cropa  on  land  that  it  unsuitable  for  production  for 
reasons  of  soil  type,  climate  or  proneness  to  flooding,  and  whose  survival 
depends  on  disaster  payments  and  high  price  support  levels,    Ihese  producers 
might  be  "bought  out"  by  means  of  long  tern  conservation,  cont recta,  aimed  at 
permanently  converting  cropland  into  grassland  or  woodland  (12).  The 
contracts  might  utilise  e  bid  system  to  minimise  cost  to  the  government.  Such 
a  program  would  have  a  conservation  benefit  and  also  reduce  excess  production 
capacity  in  targeted  areas. 

Other  structural  adjustment  measures  might  involve  e  mix  of  public 
end  private  sector  resources.    One  method  Is  insurance.   Farmers  may  ensure  e 
specific  price  through  forward  contracting  or  selling/buying  future 
contracts,   a  new  and  promising  tool  has  recently  become  available.  This 
year,  trading  in  commodity  futures  options  has  begun  on  e  trial  basis  for  the 
firot  time  in  fifty  years.   With  a  put  option,  producers  will  be  able  to  buy 
the  right  to  exll  their  future  production  at  e  specified  price.   Since  they 
ere  buying  the  right,  and  not  an  obligation,  they  ere  locking  in  e  price  if 
the  market  subsequently  fells,  end  they  retain  the  opportunity  to  tear  up  the 
option  if  the  market  subsequently  rises. 

Similarly,  livestock  producers  will  be  eble  to  buy  insurance  against 
increases  in  the  price  of  their  feed  by  buying  cell  options.    Months  later,  if 
the  cost  of  feed  goes  up,  they  exercise  the  option.    If  it  gees  down,  they 
tear  up  the  option  and  buy  on  the  cash  market. 

Congress  may  wish  to  consider  subsidising  the  cost  to  eligible 
farmers  and  ranchers  of  purchasing  commodity  futures  options.    This  proposal 
might  be  tested  on  e  pilot  project  basis. 

Another  private  sector  method  of  managing  risk  is  revenue  insurance. 
The  object  would  be  to  stabilise  income  instead  of  prices.    It  might  work  as 
follows.    A  farmer  would  be  guaranteed  that  his  revenue  per  acre  of  each  crop 
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would  not  fall  below  some  proportion  of  expected  revenues.    For  example,  a 
corn  farmer  night  lniura  751  of  average  revenue  per  acre  bated  upon  recent 
experience*    If  revenue  froa  the  corn  crop  was  less  than  the  Insured  level  — 
due  to  either  low  yields  or  low  prices  —  the  farmer  would  receive  an 
indemnity  equal  to  the  difference*    An  indemnity  would  not  be  paid  If  revenues 
were  Inside  the  normal  range  of  variation  within  a  "deductible." 

In  1981.  Congress  directed  US  DA.  to  undertake  a  feasibility  study  of 
farm  revenue  Insurance  (13).    The  study  was  completed  In  1983,  and  concluded 
that  the  concept  aerJ.s  further  consideration  (14).   A  similar  study  by  the 
Congressional  Budget  Office  (15)  arrived  st  the  sane  conclusion.    Both  studies 
suggested  that  s  pilot  revenue  insurance  program  might  be  undertaken  by  the 
Federal  Crop  'asurance  Corporation.    FCIC  might  provide  premium  subsidies  to 
get  the  program  underway. 

BEYOND  1985 

Dramatic  changes  have  occurred  in  the  agriculture  and  food  industries 
since  1970,  and  even  sore  dramatic  changes  will  almost  certainly  occur  in  the 
next  several  decades.    These  arc  likely  to  include  changes  in  consumer  food 
preference  and  diet,  improvements  in  marketing  technology  and  farm  management, 
changes  in  processing  and  distribution,  breakthroughs  in  genetic  engineering, 
to  naae  just  a  few.    Other  factors  can  only  be  surmised.    For  example,  will 
groundwater  contamination/depletion  force  changes  in  cropping  patterns?  Will 
biological  pesticides  successfully  replace  chemical  pesticides?   What  will  be 
the  cost  of  energy,  or  the  strength  of  the  dollar,  or  the  extent  of  world 
trade  protectionism? 

While  we  cannot  sntidj  ite  economic  conditions  in  ten  or  twenty  years 
time,  we  can  be  certain  tfjit  the  economic  health  of  U.S.  sgriculture  and  the 
food  and  fiber  industry  depends  on  two  conditions: 
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1*     Its  ability  to  respond  to  challenges  and  opportunities  in  • 
flexible  end  timely  fethlon;  end 

2.     its  coepetltlvenett  in  domestic  end  world  markets. 

These  conditions  Ctn  only  be  net  in  •  aerket-retponslve  environment 
driven  by  the  three  principles  of  competitive  price*  product  quelity,  end 
dependability  of  supply. 

With  one  in  every  three  or  four  planted  teres  no;  producing  for 
export  markets,  U.S.  agriculture  le  pert  of  •  highly  competitive  globel  food 
and  fiber  system.    Moreover,  as  the  U.S.  fare  sector  hes  become  more 
specielised,  it  hes  become  increasingly  integrated  into  the  total  domestic 
food  end  agribusiness  industry  which  now  accounts  for  more  than  20X  of  U.S. 
gross  national  product.    Consequently,  farm  policy  has  sn  effect  throughout 
the  entire  U.S.  and  world  economy *  and  efforts  to  regulate  U.S.  commodity 
prices  and  eupply  have  en  Immediate  end  hermful  Impact  on  exports  snd  on  the 
whole  chain  of  food  end  fiber  industries. 

Making  regulation  more  effective  (by  moving  toward  mandatory 
production  controls,  for  exaapK/  mey  help  reduce  government  outlays  and 
assure  a  aore  equiteble  distribution  of  benefits,  but  its  ultimate  effect  will 
be  higher  food  costs  at  home,  the  loss  of  export  markets,  snd  e  shrinking 
agricultural  economy.    In  short,  more  regulation  will  only  make  the  situation 
worse.    The  only  vieble  reform  is  less  regulation. 

BROADER  CONTEXT 

Since  U.S.  egriculture  has  become  increasingly  integrated  into  the 
generel  economy,  macroeconomic  factors  such  ss  tax  policy,  monetary  and  fiecel 
policy,  and  trade  policy  may  have  ss  greet  or  greeter  effect  on  U.S.  fsrners 
and  ranchers  than  traditional  farm  programs.    Hie  far.  snd  food  sector  hes  an 
especielly  lerge  stake  in  low  inflation,  low  interest  rates,  stable  monetary 
exchange  rates,  and  less  restricted  international  trade. 
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With  respect  to  tht  latter  item,  tbt  U.S.  government  should 
vigorously  press  Its  esse  against  Agricultural  trad*  protectionism  and  unfair 
trade  practices  at  every  possible  opportunity.    In  particular,  there  is  on 
urgent  need  to  strongmen  GAIT  rules  on  import  quotas,  export  subsidies  and 
non-tariff  barriers,  such  as  unjustifiable  health  and  packaging  standards. 
Policymakers  should  also  reexamine  U.S-  lavs  and  regulations  that  inhibit 
export  development  (e.g.  Cargo  Preference)  or  limit  U.S.  markets  for  foreign 
food  agricultural  products.    Finally,  the  U.S.  must  always  strive  to  maintain 
a  reputation  as  a  reliable  supplier. 

It  is  also  essential  that  the  United  States  maintain  its  competitive 
edge  in  agricultural  science  and  technology.    The  federal/state/private  sector 
partnership  for  agricultural  research  and  extension,  dating  back  to  1862,  has 
served  the  nation  extremely  well.    Food  and  agriculture  research  and  extension 
have  made  sigaif  leant  conclbutlous  to  a  vide  range  of  social  and  economic 
needs,  helped  solve  environmental  and  nutritional  problems,  and  provided  new 
and  better  ways  to  improve  food  and  fiber  production,  processing  and 
marketing.    Consequently,  public  assistance  should  continue  to  be  made 
available,  especially  in  areas  of  basic  research  which  are  frequently  beyond 
the  capacity  of  Individual  producers  and  firms. 

CONCLUSION 

An  economic  environment  in  which  farmers  and  ranchers  are  provided 
the  opportunity  to  seek  profitability  in  a  dynamic  and  expanding  marketplace 
is  an  environment  consistent  with  the  best  interests  of  consumers  and  of  other 
segments  of  the  food  and  agriculture  industry.    Farm  policy  reform  will  likely 
Involve  painful  adjustments  in  some  sectors  of  agriculture  and  agribusiness. 
Nevertheless,  a  market  directed  policy  will  free-up  nuaerou  \  tax  dollars  which 
can  be  used  to  fund  temporary  programs  aimed  at  cushioning  the  necessary 
structural  adjustments.    In  any  case,  it  is  essential  to  the  future  strength 
and  profitability  of  the  U.S.  food  and  agricultural  industry  that  the  new  Farm 
Program  enacted  in  1985  moves  decisively  toward  greater  market  responsiveness. 
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AFPIMDIX 
TABLE  1 


Structure  of  Farming  In  1982;    Perms  by  slie#  nuabsr,  net'  income  md  tmti 
Para  Salts  Class    No.  of  rams    %  of      Par  cars     %  of   Rbn-fara     Mat  worth 


(1000s) 

faras 

nat  income 

nat 

incoaa 

par  farm 

$500,000  and  more 
$200,000-1499,999 
$100,000-1199,999 
$  40,000-$  99,999 
$  20,000-$  39,999 
$  19,000  and  balov 

87 
186 
393 
273 
1,436 

1,0 
3.6 
7.7 
16.4 
11.4 
59.8 

5T2,0uu 
54,072 
19,892 
5,343 
366 
-69 

19.5 
15.4 
9.1 
0.6 
-0.1 

25,900 
13,120 
11,008 
10,857 
13,034 
18,769 

2,651,000 
.1,322,000 
866,000 
521,000 
324,000 
137,000 

All  Paras 

2"  40u 

'  347,000 

Sourca:    Darivad  from  1982  *Bconoaic  Indicators  of  tha  ?aro  Sac tor,"  ERS/USDA 

TABLE  2 

NUMBER  OP  PARKS  AND  LAND  IN  PARKS,  UNITED  STATES,  JONE  1,  1978-83 


YEAR 

I          NOKBER  OP 
PARKS 

:         LAND  IN  : 
:  '         PARKS  : 

AVERAGE  SIZE 
OP  PARKS 

THOUSANDS 

THOUSAND  ACRES 

ACRES 

1978 

:  2,436 

1,044,790 

429 

1979 

2,430 

1,043,195 

429 

1980 

2,428 

1,042,245 

429 

1981 

2,434 

1,042,100 

428 

1982 

:  2,400 

1,038,530 

433 

1983 

;  2,370 

1,035,160 

437 

Sourct    Crop  Production,  August,  1983  B-23  Crop  Reporting  Board,  SRS,  USDA 

TABLE  3 

PERCENT  OP  PARKS,  LAND  IN  PARKS,  AND  .AVERAGE  SIZE,  BY  ECONOMIC  CLASS, 
UNITED  STATES,  JUNE  1,  1982-83 


ECONOMIC  CLASS 
GROSS  VALUE 
OP  SALES 


EEftcem  op  ffrfAL 


PARKS 


LAND 


AVERAGE 
SIZE  OP 
PARMS 


TJW1  ISST" 

PERCENT 


$  1,000-$  9,»99 
$  10,000~$99,999 
$100,0004 

TOTAL 


51.3 
35.8 
12.9 


50.2 
36.6 
13.2 


12.1 
43.3 
44.6 


11. 1 
41.7 
47.2 


1982 1983 
ACRES 

102  97 
523  498 
1,494  1,561 


100.0      100.0      100.0  100.0 


433 


437 


Source:  Crop  Production,  August  1983  B-23  Crop  Reporting  Board,  SRS,  USDA 
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^S^E^D^^^  pwce  SUPPORT 
On  mUOoru  o%Ua)  NDITUR£S'  FOCAL  YEARS  IS  Mm  3 


1972 

1973 

197* 

1975 

1976 
1977 
197* 
1979 

mo 

I9ti 
19*2 
i9t3  (Projection) 


1.5*6 
2,217 
1,37* 
3,2*9 
2,11* 
I.Kl 
#33 
359 
2,112 
3,321 
1,6*7 
2,153 
1,370 
MI9 
13,517 


117 
H 
*2* 
*0 

2*0 
2* 
1,011 
1,19* 
2,300 
2,190 


1,029 
520 
1,32* 
-«03 
-2*2 
(15 
52S 
2,0(2 
1.901 
-**7 
7* 
309 
3,393 


2,219 
2,111 
2,122 
3,913 
3,355 
1,00* 
575 
1,01* 
3,109 
5,(23 
3,372 
2,717 

*,ooo 

11.59* 
21,100 


SOURCE*  Congressional  Budget  Office  from  n  <  "  ''  

lt«  data.  *    mic*  from  U-  5-  Department  of  Agricui- 

NOTE,  Mlnuf^LHUctenttr^ipt,. 

*•     Wheat,  feed  grains,  rice,  and  upland  cotton. 

^^ti^^^*^  Merest,  and  administrative  and 
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TABLE  S 


INDICATORS  OF  GOVERNMENT  INTERVENTION  IN  AGRICULTURE, 
FISCAL  YEARS  1936-198) 


Year 

Commodity  Loans 
and  Inventory 
(In  millions 
of  dollars)  o/ 

Price  Support 

Outlays 
(In  millions 
of  dollars)  b/ 

Acreage  Idled 
Under  Govern- 
ment Programs 
(In  millions)  cl 

Income  Return 
to  Equity 

in  Farm  Assets 
(In  millions 
of  dollars)  df 

1956-1960  Average 

7,100 

1,633 

2* 

*,900 

I9t>l-1965  Average 

6,900 

2,219 

52 

5,712 

1966-1970  Average 

ft,  200 

2,818 

5* 

8,3*6 

1971 

4,600 

2,822 

38 

9,09C 

1972 

3,100 

3,983 

6? 

9,3*« 

1973 

3,*00 

3,355 

20 

i*,5r< 

197* 

1,600 

1,00* 

3 

30,16? 

1975 

600 

375 

2 

21,39* 

1976 

/OO 

1,01* 

2 

20,633 

1977 

1,100 

3,809 

13,993 

1978 

♦  ,000 

5,623 

18 

13,725 

1979 

3,300 

3,372 

12 

21,715 

1980 

5,000 

2,7|7 

27, 309 

1981 

7,900 

•  ,000 

15,1** 

1982 

8,900 

11,398 

9 

20,519 

1983  (Projection) 

16,900 

21,100 

82 

13,257 

SOURCE:  U.S.  Department  of  Agriculture  and  the  Congressional  Budget  Office. 

a.  Total  of  outstanding  commodity  loans  and  CCC-owned  inventories  at  start  of  the  fiscal  year. 

b.  CCC  price  support  and  related  expenditures  by  fiscal  year. 


c.  Acreage  idled  in  calendar  year  in  which  fiscal  year  ends. 

d.  The  income  return  to  capital  invested  in  agriculture  less  interest  on  borrowed  funds.  Return  in  the 
calendar  year  in  which  fiscal  year  starts.  Provided  by  Emanuel  Melichar,  Senior  Economist,  Division 
of  Research  and  Statistics,  Board  of  Governors  of  the  Federal  Reserve  System. 
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Senator  Abdnor.  Thank  you  all  for  your  extremely  valuable  tes- 
timony and  I  think  it  gets  us  off  on  the  right  tone  of  what  we're 
trying  to  do.  Today,  we  addressed  the  overall  situation  and  as  we 

Proceed  we  will  talk  about  more  specifics  and  get  into  other  areas, 
ou  gentlemen  got  right  into  the  heart  of  the  problems,  Mr. 
Motley,  Mr*  Stone,  and  Mr  Hardy,  not  to  exclude  Mr.  Miller. 
That's  his  job.  I  mean,  he's  devoted  to  working  full  time  on  issues 
facing  towns  and  he  recognizes  the  problems,  and  with  the  close  as- 
sociation towns  have  with  agriculture. 

I  sat  in  on  some  of  the  farm-price  hearings  down  here  and  the 
people  came  in  and  testified— there  was  a  lady  1  day  from  Chicago. 
She  carried  a  number  of  petitions,  with  signatures  on  the  petitions, 
saying  they  endorse  helping  the  farmers.  I  ir '/arreted  that  that 
she  wanted  to  pay  more  for  her  food,  that  she  really  wanted  to  help 
the  farmer  out.  And  I  got  a  strange  look  from  her. 

However,  this  bothers  me.  People  must  recognize  the  fact  if  we're 
really  going  to  help  the  farmer  out  and  do  the  kind  of  thing  we 
want,  as  you  go  down  the  road  in  the  marketplace,  food  prices  are 
going  to  have  to  be  higher.  Food  has  never  been  a  better  bargain 
anywhere  in  the  world  than  it  is  today  in  America* 

Sixteen  and  one-half  percent  of  the  take-home  pay  goes  for  food, 
which  is  small  in  relation  to  any  other  country.  Now,  do  you  really 
think,  talking  to  people  you  talked  to,  that  they  would  accept 
higher  prices? 

Sometimes,  I  wonder  about  that,  even  with  our  own  Department 
of  Agriculture,  whether  it's  been  this  administration  or  past  ad- 
ministrations, Republicans  or  Democrats,  you  often  find  that  at  the 
end  of  the  big  grain  sale  a  sentence  saying:  This  should  not  make 
consumer  prices  rise.  And  I  just  think  they  should  rise  if  we  expect 
to  nelp  the  farmer  out. 

Do  you  have  any  comments  on  that?  Do  you  think  they  will? 

Mr.  Motley.  Senator*  I  really  don't  think  that  the  ultimate  con- 
sumer has  thought  the  process  through  and  is  willing  to  accept  an 
increase  in  any  price  for  anything.  The  consumer  is  so  used  to 
being  able  to  go  and  get  the  type  of  food  that  he  or  she  wants  for 
that  dayy-cheaply — that  I  think  you're  just  going  to  have  a  natural 
reaction  if  food  prices  were  to  go  up. 

I  think  there  s  a  need  to  educate  the  general  public  as  a  whole 
on  some  of  the  comments  that  you  made.  You  see  these  points 
come  out,  but  I'm  sure  they  are  not  sinking  in,  at  least  not  with 
the  people  I'm  talking  to  day  in  and  day  out. 

Senator  Abdnor.  Well,  like  the  housewife,  it's  something  she 
does  every  day,  like  buy  food.  And  she's  probably  more  aware  of 
food  prices  than  anything  else.  They  buy  a  car  every  2  or  5  years. 
You  can  just  assume  that's  going  up.  Or,  a  suit  of  clothes.  But, 
somehow,  food  seems  to  be  singled  out.  I'll  bet  Bob  has  some 
thoughts  on  that.  Even  small  towns  think  food  is  too  high,  I  think 

Mr.  Miller.  That's  quite  correct,  Senator.  At  home,  you  remem- 
ber, a  few  years  ago,  there  was  a  2-cent  increase  in  the  price  of 
bread  and  it  was  a  msgor  news  event  within  the  State.  We've 
gotten  spoiled  by  the  system  and  it  is  an  education  process.  We've 
got  to  understand  that  we're  only  spending  16  percent  of  our 
income  on  food,  and  that's  probably  the  best  buy  we  have  ever  had. 
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Senator  Abdnor.  Well,  it  won't  bother  all  you  gentlemen  to  com- 
ment; I  don  t  want  to  get  involved  in  the  same  thing.  But,  you 
know,  we  were  talking  about  using  incentives  to  help  our  small 
rightbSk    mcentlves'  md  thmgs*  But'  vou  knov''  that  gets  us 

Mr.  Motley  talked  about  the  deficit  and  I  think  everybody  has 
/ft  **2L th«r  mind.  Every  time  we  come  up  with  a  program,  we 
add  to  the  deficit.  I  mean,  it  helps  contribute  to  it.  Do  you  think 
there  s  something  inbetween?  You  know,  our  revenue  bonds  are 
going  for  housing  projects  out  in  South  Dakota,  probably  houses 
that  wouldn  t  be  built. 

But,  let  me  tell  you,  it's  an  expense  and  it's  a  drain  on  the  Treas- 
"5y»  a,  l^itimate  cost.  How  would  you  measure  that,  John?  You 
started  the  subject  off. 

Mr.  Motley.  Mr.  Chairman,  I  would  have  to  say  we  would  feel 
the  same  way  about  that  as  we  do  about  the  creation  of  enterprise 
zones,  whether  they  be  urban  or  rural.  From  all  of  the  polling  that 
we  have  done,  from  all  of  the  experience  we  have  had  with  small 
business  and  small  business  creation,  it  generally  depends  on  one 
thing— the  availability  of  a  market. 

If  you  don't  have  a  market,  if  you  don't  have  customers,  if  you 
don  t  have  the  people  willing  to  pay  for  a  product  or  a  service,  no 
tax  credit,  no  program  is  going  to  create  that  business  and  make  it 
stay  there. 

I  would  think  the  first  thing  you  have  to  address  from  a  rural 
American  standpoint  is  price  in  the  farm  economy;  the  crisis  in- se- 
riculture. Once  you  get  agriculture  back  on  its  feet  so  that  towns 
and  businesses  which  are  dependent  on  it  can  begin  to  look  long- 
range  and  plan,  you  may  then  begin  to  try  to  diversify  so  that  you 
will  never  have  an  impact  as  deep  as  this  one  another  time. 

But  x  think  the  first  thing  you  have  to  do  is  address  the  root 
cause  of  the  problem  and  then  look  for  ways  of  keeping  it  from 
happening  m  the  future.  I  don't  believe  the  tax  credits  are  the 
answer. 

Senator  Abdnor.  How  do  you  feel  about  it,  Mr.  Stone? 

Mr.  Stone.  I  disagree  with  him.  I  talked  with  a  grocer  the  other 
day,  who,  if  he  could  have  got  the  town  to  declare  a  revitalization 
loan  and  given  him  some  revenue  bonds  and  given  him  some  tax 
abatements,  he  would  have  built  a  new  grocery  store.  The  town 
didn  t  see  that  they  could  do  it,  and  he's  going  to  leave  the  town 
bo  they  re  going  to  lose  the  grocery  store. 

We  used  UDAG  grants  to  build  big  shopping  malls.  I  know  places 
where  thats  happening  now.  We  sell  revenue  bonds  to  help  those 
people  out.  I  certainly  don't  see  why  we  can't  do  the  same  thing  in 
small  towns.  6 

Senator  Abdnor.  Well,  once  you  implement  that,  usually,  you 
find  out  from  Congress  you  have  to  start  doing  it  for  all  parte,  and 
then  you  get  into  a  mighty  big  program. 

Mr.  Hardy,  what  do  you  think  about  that? 

Mr.  Hardy.  I  would  just  make  this  comment,  Mr.  Chairman,  that 
since  the  Dust  Bowl  days  of  the  Great  Depression  era,  we  have  had 
a  very  broad  spectrum  of  special  programs  and  special  agencies  to 
assist  rural  America-lhe  Farmers  Home  Administration,  the 
Rural  Electrification  Administration— just  a  great  host  of  special 
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programs,  which  have,  I  don't  believe,  done  much  more  than  help 
at  the  margins. 

But  when  the  farm  economy  is  in  bad  shape,  rural  economy  is  in 
bad  shape;  when  the  farm  economy  is  booming,  as  it  was  in  the  sev- 
enties with  strong  prices  for  basic  commodities,  why,  the  rural 
economy  was  booming. 

So  I  think  we  ought  to  focus  not  on  the  various  grant  and  aid 
programs.  And,  by  the  way,  I  don't  think  rural  America  has  ever 
really  gotten  its  fair  share  of  those  programs  anyhow  in  compari- 
son with  suburban  and  urban  areas. 

I  think  we  should  focus  less  on  those  programs  which,  whether 
we  like  it  or  not,  are  becoming  extremely  expensive  and  which  the 
public  and  Congress  is  less  and  less  willing  to  fund  and  support, 
and  look  at  the  basic  problem,  which  is  the  agricultural  proDlem. 

There  used  to  be  an  expression  in  Kansas,  Senator,  that: 

"Rural  development  is  $5  wheat."  When  the  price  of  wheat  for  a 
bushel  was  five  bucks,  that  was  all  the  rural  development  you 
needed. 

And  I  think  there's  more  than  a  grain  of  truth  in  that  statement 
So  I  would  again  urge  that  we  not  get  diverted  into  looking  at  some 
of  these — I  would  call  them  really  marginal  programs  that  do  not 
get  really  at  the  heart  of  the  problem. 

Senator  Abdnor.  I  think  that's  a  good  point.  The  farmers  in 
rural  America,  I  found,  are  some  of  the  best  spenders  in  the  world, 
if  they  have  anything  to  spend.  I  think  that's  our  problem.  And 
when  I  say  "we,  I'm  out  there,  too.  And  they  probably  spend  more 
than  they  should  at  times. 

But,  trying  to  put  dollars  in  the  economy  is  a  problem,  especially, 
how  we  go  about  doing  it. 

You  know,  you  speak  of  those  programs,  why,  1%  or  2  years  ago, 
whenever  it  was,  when  unemployment  was  at  a  high  pjint,  they 
started  a  jobs  bill.  It  got  over  here— welcome,  Senator  D'Amato. 
Happy  to  have  you. 

I  knew  you  were  going  to  try  to  make  it.  Senator  D'Amato, 
you're  certainly  welcome  here.  This  gentleman  and  I  took  it  upon 
ourselves  to  change  the  formula  on  the  distribution  of  that  billion 
dollars,  as  you  well  remember.  We're  talking  about  how  much  pro- 
grams help.  They  don't  mention  underemployment.  I  tried  to  point 
out  to  these  people  that  there  are  probably  a  few  people  in  this 
country  who  are  making  more  on  unemployment  compensation 
checks  than  my  people  were  working  for  a  wage  in  some  cases  out 
there,  with  that  farmer  paying  for  his  tractor,  that  businessman 
trying  to  keep  that  store,  the  little  shop  going. 

I  mean,  they'd  be  very  thankful  to  have  the  return  from  that  size 
of  a  check.  Before  we  got  through,  we  picked  up  some  support.  It 
was  designed  for  the  big— I  think  10  or  12  big  unemployed  States.  I 
think  the  way  it  worked  out  we  probably  got  more  per  capita  than 
anyone  else. 

But,  underemployment  is  something  I  find  troubling,  and  I 
brought  the  study  into  being  with  Ms.  Norwood  when  she  came  in 
with  the  Labor  statistics.  I  used  to  ask  her  if  it  was  reflective  of 
rural  America,  and  she  admitted  it  really  wasn't. 

And  I  asked  her,  I  wondered  who  does  pay  attention  to  rural 
America.  But,  do  you  think  underemployment  should  be  a  factor  in 
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any  formula,  if  we  are  doing  that,  or  am  I  wrong  in  distributing 
the  money  back  to  the  States— revenue  sharing?  I  don't  know  what 
that  basis  is,  but  do  you  think  that's  pretty  fair?  Are  you  satisfied 
with  that  distribution,  Bob,  on  revenue  sharing? 

Mr.  Miller.  We  are  very  pleased  with  the  current  formula  on 
revenue  sharing..  However,  underemployment  is  a  problem  in  the 
rural  America.  Underemployment  is  widespread;  it's  a  serious  con- 
sideration for  us. 

Senator  Abdnor.  Is  that  reflected  though  in  ttes  formula?  I 
should  know,  I  guess.  I  helped  put  it  together. 

Mr.  Miller.  Underemployment  is  not  included  in  the  revenue 
sharing. 

Senator  Abdnor.  Let  me  stop. 

Senator  D'Amato,  we  have  outstanding  witnesses  here.  Mr. 
Motley  is  with  the  National  Federation  of  Independent  Business, 
and  Mr.  Miller  is  head  of  the  South  Dakota  Municipal  League,  and 
Mr.  Hardy  is  with  the  chamber  of  commerce,  and  Mr.  Stone  is  an 
economist  with  Iowa  State  University. 

Senator  D'Amato.  Mr.  Chairman,  first  of  all,  let  me  commend 
you  for  holding  these  hearings.  I  think  it's  most  important  that  we 
focus  in  on  main  street  in  America.  There  are  many  main  streets 
that  are  not  just  confined  to  the  rural  areas,  so  to  speak,  or  in  the 
Far  West  or  Midwest.  The  main  streets  and  hamlets  of  Long 
Island,  NY,  where  I  come  from,  have  had  a  cruel  impact,  much  of 
which  has  come  as  a  result  of  different  patterns  in  shopping,  the 
large  urban  shopping  center  away  from  downtown,  et  cetera. 

Mr.  Chairman,  I  have  an  opening  statement  that  I  would  like  to 
enter  into  the  record  to  save  some  time.  I  do  have  some  additional 
hearings  to  attend. 

Senator  Abdnor.  Go  right  ahead,  any  way  you  want  to  do  it. 
That  will  be  made  part  of  the  record. 

[The  written  opening  statement  of  Senator  D'Amato  follows:] 
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Written  Opening  Statement  or  Hon.  Alponse  M.  D'Amato 

MR.  CHAIRMAN,  I  APPLAUD  YOU  FOR  HAVING  THE  FORESIGHT 
TO  CONVENE  THIS  HEARING  TO  ANALYZE  THE  PLIGHT  OF  RURAL 
MAIN  STREET  AND  THE  INTERRELATIONSHIP  BETWEEN  SMALL 
BUSINESSES  AND  THE  AGRICULTURAL  SECTOR.  THESE  SECTORS  OF 
THE  ECONOMY  HAVE  UNDERGONE  MAJOR  CHANGES  OVER  THE  PAST 
FEW  YEARS. 

THE  AGRICULTURAL  SECTOR  HAS  SUFFERED  FROM  HIGH 
INTEREST  RATES,  VACILLATING  FEDERAL  POLICY,  SHRINKING 
EXPORT  MARKETS,  AND  POOR  TAX  POLICY.  SMALL  BUSINESSES 
HAVE  ALSO  SUFFERED  FROM  HIGH  INTEREST  RATES  AND 
INADEQUATE  EXPORT  OPPORTUNITIES.  HOWEVER,  TAX  POLICY 
TOWARDS  SMALL  FIRMS  HAS  BEEN  THE  REVERSE  OF  THAT 
ENCOUNTERED  BY  FARMERS.  THE  FAMILY  FARMER  HAS  BEEN 
SQUEEZED  OUT  OF  BUSINESS  BY  WEALTHY  INVESTORS  SEARCHING 
FOR  LUCRATIVE  TAX  SHELTERS.  SMALL  FIRMS  FEEL  THAT  .INCOME 
TAXES  AND  FICA  TAXES  ARE  TOO  HIGH. 

MR.  CHAIRMAN,  IN  PURSUING  THESE  HEARINGS  I  FEEL  THAT 
WE  SHOULD  FOCUS  ON  THE  IMPACT  OF  THE  TREASURY  TAX  REFORM 
PLAN  ON  "MAIN  STREET."  FOR  INSTANCE,  TREASURY  WOULD 
REPEAL  THE  GRADUATED  CORPORATE  INCOME  TAX,  WHICH  ALLOWS 
COMPANIES  WITH  UNDER  $100,000  OF  EARNINGS  TO  PAY  LESS 
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THAN  THE  MAXIMUM  CORPORATE  RATE*  REPEAL  OF  THE  GRADUATED 
CORPORATE  TAX  STRUCTURE  WILL  DEVASTATE  MANY  SMALL 
COMPANIES* 


I  AH  ALSO  INTERESTED  IN  WHETHER  THE  TREASURY  PALN  WILL 
HELP  THE  SMALL  FAMILY  FARM.  WILL  LARGE  DISINTERESTED 
INVESTORS  BE  DISCOURAGED  FROM  CROWDING  OUT  THE  FAMILY 
FARMER?  THIS  QUESTION  MUST  BE  ANSWERED  BEFORE  FINAL 
JUDGEMENT  IS  RENDERED  ON  TAX  REFORM. 


THANK  YOU,  MR*  CHAIRMAN* 

Senator  D'Amato.  Thank  you,  Mr.  Chairman.  Let  me  ask,  this 
Senator  is  somewhat  concerned  upon  the  impact  that  the  proposed 
Treasury  tax  proposal  may  have  on  main  street,  and  I  am  wonder- 
ing if  any  of  you  have  focused  in  on  that,  and  do  you  see  any  ad- 
verse impact  coming  about  as  a  result  of  some  of  those  Treasury 
proposals. 

Anyone? 

Mr.  Hardy.  Perhaps  I  should  start  this  off  by  saying  you  are  ab- 
solutely right,  Senator,  it  will  have  a  major  impact  on  rural  Amer- 
ica, and  agriculture  has,  in  some  sense,  been  a  major  beneficiary  of 
our  existing  Tax  Code;  in  another  sense,  it's  a  victim  of  our  exist- 
ing Tax  Code.  And  any  change  in  that  Tax  Code  is  going  to  have  a 
very  major  impact  on  agricultural  and  rural  areas. 

As  Senator  Abdnor  alluded  to  earlier  on  before  you  came  in,  I 
think  that  we  might  simply  make  a  point  that  very  often  those  of 
us  who  work  in  farm  policy  make  the  point  that  our  farm  pro- 
grams have  tended  to  mis  allocate  resources  in  that  farmers  and 
ranchers  make  investment  decisions  and  production  decisions  based 
on  the  program  benefits  rather  than  on  the  actual  economic  reali- 
ties and  whether  there's  a  market  out  there  for  the  product.  And 
the  Tax  Code  has  had  precisely  the  same  effect. 

We  have  all  heard  of  horror  stories  about  chinchilla  farmy  that 
the  doctors  and  the  lawyers  get  involved  in,  and  I  think  that  Sena- 
tor Abdnor  is  perhaps  on  to  a  very  important  issue  that  has  c°*»n 
often  overlooked  in  dealing  with  the  implications  of  the  Tax  Code 
on  agriculture  in  the  rural  areas. 

Senator  D'Amato.  Let  me,  if  I  might,  Mr.  Motley,  just  give  you  a 
little  different  perspective. 

What  about  the  impact  of  losing  the  graduated  corporate  income 
tax  on  small  firms,  and  how  many  firms  might  not  make  it  without 
that  graduated  corporate  income  tax. 

Mr.  Motley.  I  think  that's  a  very  good  question,  Senator,  and 
one  that  has  to  be  looked  at  very  carefully.  I  think,  at  this  time, 
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it  s  awfully  difficult  for  us  to  be  able  to  tell  what  the  final  shape  of 
the  proposal  is  going  to  be.  In  the  monitoring  that  we  have  been 
doing  of  the  Treasury  proposals,  it  appears  that  graduate  corporate 
rates  are  going  to  be  back  into  Treasury  II  when  it  comes  out.  Ex- 
actly what  form  it  will  be  in,  we  can't  tell  at  this  time.  But  if  they 
were  to  be  eliminated,  it  would  have  a  tremendous  impact  upon 
Main  Street  America  because  of  the  potential  tax  burden  on  these 
small  firms.  Til  just  throw  some  statistics  out: 

Fifty-twc >  percent  of  all  corporations  in  the  United  States  make 
under  $25,000  a  year  in  taxable  income.  Right  now,  they  are  taxed 
at  15  percent  on  their  first  $25,000. 

Under  freasury  I,  their  rate  would  jump  to  33  percent— a  120- 
percent  increase  in  their  taxes. 

Senator  D'Amato.  Well,  no  one  cared  about  the  little  guy  in 
their  proposal,  did  they? 

Mr.  Motley.  Not  in  the  original  one,  no. 

On  the  other  side  though,  if  you  take  a  look  at  it,  the  Code  at 
present  has  a  tremendous  bias  in  it  toward  capital-intensive  indus- 
tries. What  we  did  in  1981  with  ACRS,  what  we  did  with  leasing  in 
1981,  all  favor  tremendously  capital-intensive  industries;  most  of 
the  larger  incentives  in  the  Code  favor  them. 

The  intent  in  Treasury  I  and,  as  I  understand  it,  in  Treasury  n, 
is  going  to  be  to  cut  back  some  of  those  incentives  and,  by  doing 
that,  to  drive  down  individual  rates  on  one  side,  and— hopefully— 
keep  graduated  rates. 

Now,  if  that  does  happen— and  I  say  if  it  does  happen— then  I 
think  Main  Street  businesses  would  probably  benefit  from  it. 

Senator  D'Amato.  Let  me  ask  you  this.  When  we  came  in  with 
our  1981  tax  proposals  and  adop*  d  them,  wasn't  it  precisely  be- 
cause we  said  we  have  an  old  and  antiquated  industrial  base? 

Mr.  Motley.  Yes. 

Senator  D'Amato.  That  people  were  not  willing  to  put  up  and 
invest  in  capital,  lacking  the  adequate  return? 

And  it  was  therefore  essential  to  streamline,  to  make  incentives 
for  capital  investment? 

Hasn't  that  brought  about  a  retooling  of  some  of  the  older  indus- 
tries and  seeing  the  capital  investment  that  we  want? 

Are  we  to  say  the  same  capital  investment  would  have  taken 
place  were  we  not  to  do  that? 

Mr.  Motley.  I  have  heard  Norm  Ture,  who  was  Assistant  Secre- 
tary for  Tax  Policy  at  that  time,  called  the  1981  act,  the  Reindus- 
trialization  of  America  tax  bill,  and  he  believes  it  was  successful. 

I  think  you  would  also  probably  find  that  Mr.  Rahn  over  at  the 
chamber  of  commerce  believes  it  has  been  tremendously  successful 
in  that  respect. 

The  question  is  whether  you  continue  at  the  same  pace  now  to 
induce  that  type  of  investment  in  capital  expenditures. 

Senator  D'Amato.  Are  we  winning  the  industrial  war  against  the 
Japanese  and  Koreans,  and  others?  I  mean,  it  disturbs  this  Senator 
that  something  of  such  tremendous  importance  in  terms  of  what 
the  economic  consequences  will  be  has  been  bandied  about,  put  out 
here  as  absolute  theory— philosophical  theory— without  applica- 
tion. 
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You  know,  they  say  in  my  State,  for  example— and  the  chairman 
has  agreed  to  hold  some  hearings  back  in  New  York  on  another 
area  of  the  Tax  Code — what  about  doing  away  with  the  deductibil- 
ity of  State  and  local  taxes?  Why,  they  come  in  and  say: 

You  know  something?  The  average  resident  in  your  State,  he's  going  to  be  better 
off. 

Sixty  percent  of  them  are  going  to  have  lower  tax  rates;  they're  going  to  have 
more  money.  I  wonder  how  many  of  those  60  percent  won't  have  jobs? 

[Laughter.] 

Senator  D  Amato.  You  know,  no  one  has  talked  about  that.  If 
you  destrpy  the  home  construction  industry  and  do  away  with  the 
deductibility  of  local  real  property  taxes.  You  know,  most  Ameri- 
cans say:  we  want  a  fair  tax.  I  think  they  are  outraged.  We  hear  of 
General  Electric  and  others  who  have  made  billions  of  dollars, 
don't  pay  a  penny  in  taxes.  That  outrages  people.  That  really  gets 
them. 

They  say:  What  is  this?  And  that's  why  they're  going  to  tax  sim- 
plification. 

What  this  Senator  is  fearful  of— and  I  think  we  should  have  a 
minimum  tax — you  know,  have  it  and  forget  about  lowering  every- 
body else's.  But  people  don't  mind  paying  their  fair  share,  but  they 
want  to  see  corporate  America  pay  a  fair  share.  Take  those  moneys 
and  reduce  the  deficit. 

But  when  you  say:  Let's  do  away  with  the  deductibility  on  local 
real  property  taxes,  what's  going  to  happen  to  the  value  of  homes? 
Is  it  going  to  help  the  value  of  home  ownership? 

If  you  can  no  longer  deduct  the  local  real  property  as  taxes  that 
you  pay  to  the  county,  will  that  have  an  impact  on  the  value  of 
one's  home? 

Mr.  Miller.  Absolutely,  Senator. 

Senator  D' Amato.  What  will  it  be? 

Mr.  Miller.  It  will  reduce  the  value  of  the  property  in  our  State. 
Senator  D' Amato.  OK.  What  about  then  home  ownership?  Will  it 
make  it  less  desirable? 
Mr.  Miller.  Certainly. 

Senator  D' Amato.  I  mean,  it  can  do  one  of  three  things.  It  can 
make  it  more  attractive;  it  cannot  affect  it  at  all,  or  it  can  reduce 
it.  Right? 

Mr.  Miller.  Yes. 

Senator  D'Amato.  Well,  if  it  makes  it  less  desirable,  then  how 
many  new  homes  that  would  have  been  built  aren't  going  to  be 
built?  What  is  the  economic  impact?  How  many  jobs  are  going  to 
be  affected? 

So  when  they  say  to  us,  Oh,  your  people  are  going  to  be  better 
off,  we're  going  to  have  a  lower  tax  rate;  yes,  that's  if  he's  working. 
That's  the  carpenter  or  the  plumber  or  the  tradesman  who  was 
selling  the  home  furnishings,  et  cetera.  That's  when  he  had  a  job. 

Mr.  Hardy.  Senator,  may  I  introduce  my  colleage,  William  D. 
Kelleher,  who  is  manager  of  the  community  resources  section  of 
the  Chamber  of  Commerce  of  the  United  States.  He  would  like  to 
address  that  question. 

Senator  Abdnor.  Did  you  get  his  name? 

Mr.  Kelleher.  My  name  is  William  D.  Kelleher.  I  am  manager 
of  community  resources  at  the  U.S.  Chamber  of  Commerce. 
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Senator,  there  has  been  some  work  dene  econometrically  on  the 
impact  of  the  Treasury  proposal  on  housing  production.  The  feeling 
is  that  Treasury  I  would  cut  single  family  housing  production  by 
roughly  10  to  20  percent 

Senator  D'Amato.  Ten  to  twenty  percent? 

Mr.  Ksixeher.  But  production  levels  would  return  to  current 
levels  over  a  3-year  period. 

In  multifamily  is  where  you're  going  to  have  a  real  problem. 
There  is  going  to  be  a  10-year  recovery  period-  I  think  the  key  in 
terms  of  the  economic  market  is  the  monthly  cost.  Right  now,  as 
you  know,  the  alternative  to  the  mortgage  revenue  bond  issue  is  a 
credit  certificate  program  Senator  Dole  introduced  last  year. 

If  you  ensure  the  increased  monthly  carrying  cost  by  eliminating 
those  deductions,  you're  going  to  price  more  families  out  of  the 
market.  The  user  fees  on  the  Federal  credit  programs  like  Fannie 
Mae  and  Ginnie  Mae  are  also  expected  to  be  carried  in  to  that 
monthly  carrying  cost. 

Senator  D'Amato.  I  agree  with  you,  and  I  doc't  know  what  we're 
trying  to  do.  I  don't  know  what  we're  trying  to  do.  If  your  prelimi- 
nary figures  indicate  that  there  will  be  a  10  to  20  percent  reduction 
in  new  houses— and  I  think  it's  going  to  be  far  greater— 1&  me  give 
you  one  other  item.  I  think  it's  a  bombshell.  I  think  it's  a  bomb- 
shell. 

You  talk  about  dividing  America.  That's  what  this  tax  bill, 
Treasury  I  and  Treasury  n,  are  going  to  do.  They're  really  dividing 
America. 

All  of  a  sudden,  we  have  made  the  concept  that  if  you  own  a 
second  home,  it's  something  almost  as  bad.  Certainly,  you  shouldn't 
be  able  to  deduct  your  interest  on  your  mortgage. 

Well,  there  had  been  vast  economic  incentives  and  investments 
that  had  been  made  on  the  basis  of  the  deductibility  of  the  mort- 
gages on  second  homes. 

Colorado  has  benefited  as  a  result.  Vast  areas.  Arizona  and  Cali- 
fornia and  Florida.  And,  in  my  State,  in  eastern  Long  Island.  Now, 
if  thev  do  away  with  that,  what's  going  to  happen  to  the  economy? 
What  s  going  to  happen  to  Main  Street  in  those  rural  areas  wuere 
people  have  come  and  have  settled? 

That's  what  I'm  afraid  of. 

Senator  Abdnor.  We  have  to  vote. 

Senator  D'Amato.  Do  we  have  a  vote? 

Senator  Abdnor.  It  just  started.  I'll  go  first. 

Senator  D'Amato.  OK.  Senator,  will  you  call  up  and  protect  me 
on  that? 

Senator  Abdnor.  Yes. 

Senator  D'Amato  [presiding].  Let  me  ask  you  something.  Do  you 
think  they're  going  to  be  building  homes  in  Florida  at  the  rate 
they're  building  now?  Or,  in  Colorado  or  in  California,  if  you  do 
away  with  the  deductibility? 

The  mortgages  on  the  so-called  vacation  home,  or  second  home, 
do  you  think  it's  going  to  have  an  economic  consequence? 

Mr.  Kelleher.  It  certainly  should  in  those  areas  where  those 
types  of  activity  take  place.  But  I  think  one  thing  we  have  to  recog- 
nize is  
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Senator  D'Amato.  Wait  a  minute.  Don't  go  slipping  through  that 
now.  Don't  go  slipping  through  that.  Think  about  it.  I  want  to  tell 
you  something.  There's  an  area  in  eastern  Long  Island  where  hun- 
dreds, if  not  thousands  of  homes,  have  been  constructed.  They're 
vacation  homes,  primarily.  Tens  and  tens  of  millions  of  dollars. 

I  might  suggest  probably  very  few  of  those  homes  would  «>ver 
have  been  built  were  they  not  to  have  had  the  ability  to  deduct 
that  mortgage. 

Now  what's  so  bad  about  that?  Thousands  of  people  were  given 
job  opportunities  in  building  and  furnishing,  et  cetera.  And  then 
you  look  to  the  areas,  as  I  mentioned,  the  great  vacation  areas  and 
resort  areas,  et  cetera,  of  America. 

I  mean,  it  seems  to  me,  all  of  a  sudden,  some  economic  professor 
said,  quote: 

Better  that  we  lower  the  rate  for  everybody  and  not  give  aome  ownership  this. 


Mr.  Kelleher.  Well,  the  U.S.  Chamber  hasn't  endorsed  any  of 
the  tax  proposals  yet. 
Senator  D'Amato.  That's  a  good  smart  position  to  take. 
Wait  until  the  Treasury  gets  hold  of  you  and  starts  twisting  your 
arm. 

Mr.  Kelleher.  Second  homeowners  represent  roughly  3  percent 
of  stock,  so  I  don't  think  we're  talking  about  a  vast  increase  in 
terms  of  homeownership. 

Senator  D'Amato.  Well,  3  percent  of  stock,  but  let  me  tell  you 
something.  That  percentage— and  you've  got  to  be  careful  on  those 
figures.  If  you'll  notice  that  that  came  within  the  past  decade,  that 
a  decade  ago  it  represented  probably  1  percent  of  the  stock. 

And  so  that  you  have  seen  an  incredible  number.  You  have  seen 
millions  literally  of  new  homes  that  have  come  in.  And  although  it 
may  represent  3  percent,  on  a  regular  basis,  it  represents  increas- 
ingly more  and  more,  because,  increasingly,  wo  have  seen  middle 
America  turning  to  vacation  homes;  the  little  retreat  up  off  the  Ca- 
nadian border  in  my  State,  and  other  areas. 

Mr.  Kelleher.  In  the  long  run,  I  think  you  have  to  ask  yourself, 
Senator,  what  are  the  priorities? 

Senator  D'Amato.  Better  they  invest  in  vacation  homes  than  in 
Government  bonds. 

Mr.  Kelleher.  You  have  no  objection  from  the  private  sector  on 
that.  In  fact,  again,  we  have  been  trying  to  push  a  greater  priority 
setting  throughout.  There  has  been  a  lot  of  testimony  at  the  hear- 
ing today  about  general  revenue  sharing.  The  chamber  supported 
general  revenue  sharing  back  when  it  was  introduced  during  the 
Nixon  administration. 

We  supported  its  reauthorization.  But,  in  light  of  the  deficit  in 
the  eighties,  we  have  to  talk  about  targeting  more  to  local  unite  of 
government  and  eliminating  State  programs  because  the  States 
seem  to  be  in  better  shape. 

Today,  we  have  39,000  municipalities  aided  under  general  reve- 
nue sharing.  In  a  lot  of  rural  areas,  it  is  the  only  money  they  get. 
It's  the  only  money  in  a  place  like  McGraw,  in  Cortland  County. 
But  there  are  other  parts  of  the  country  that  don't  need  general 
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revenue  sharing.  And  when  we're  borrowing  the  money  to  share,  it 
doesn't  make  sense  not  to  look  at  that  program. 

Senator  D'Amato.  How  did  we  get  to  general  revenue  sharing? 
We're  talking  about  houses? 

Mr.  Kelleher.  Again,  the  chamber  supports  things  like  mort- 
gage revenue  bonds  because  we  see  them  as  a  way  to  support  local 
community  development  without  subsidizing  it. 

Senator  D'Amato.  You  mean,  you  can  even  give  the  little  guy 
through  an  IDA  loan  an  opportunity  to  build  and  to  invest,  et 
cetera?  That  he  might  not  have  because  he  didn't  go  to  the  bank 
for  that  little  writeoff? 

Mr.  Kelleher.  I  think  industrial  development  bonds,  again  

Senator  D'Amato.  You  must  have  written  my  speech. 

Mr.  Kelleher.  Maybe  we  did.  They  were  primarily  used  in  rural 
areas.  They  became  more  widely  used  in  rural  areas  with  the  rapid 
rise  in  rates.  We  brought  that  issue  before  the  board  on  se\Teral  oc- 
casions and  we  have  always  had  support  for  both  industrial  devel- 
opment bonds  and  mortgage  revenue  oonds. 

Senator  D'Amato.  Mr.  Motley  is  getting  very— yes,  Mr.  Motley. 

Mr.  Motley.  I  would  just  like  to  make  one  broad  general  point 
about  the  tax  situation  and  Main  Street  businesses. 

Senator  D'Amato.  You  know  what  I  think  about  Treasury  I. 

Mr.  Motley.  I  know  what  you  think  about  Treasury  I. 

Senator  D'Amato.  It's  absurd.  You  see  the  thing?  Who's  got  a 
copy  of  that?  I  mean,  it  says:  f> 

''Tax  fairness,  simplification,  equity,  and  economic  growth.' 

The  only  thing  they  didn't  put  on  there  was  the  American  flag, 
apple  pie,  et  cetera.  It  says:  "Are  you  for  these  things?  Everyone  is 
for  those  things.  We're  all  for  those  things." 

Mr.  Motley.  How  many  things  have  you  seen  like  that  in  6 
years? 

Senator  D'Amato.  I  see  more  and  more. 

Mr.  Motley.  Anytime  you  want  to  get  something  done,  you  put 
all  those  things  on  it  and  you  feel  like  you're  unpatriotic  if  you 
don't  vote  for  it. 

Senator  D'Amato.  You  hear  that,  Robin?  From  now  on,  put  that 
on  all  my  campaign  things.  I  mean,  it's  really  sad. 

Mr.  Motley.  Your  Main  Street  businesses  are  generally  high  tax- 
paying  businesses;  they're  not  capital-intensive.  They  can  be  labor- 
intensive.  They  can  be  inventory-intensive.  The  point  I'm  trying  to 
make  is  that,  generally,  it's  important  what  these  proposals  would 
do  to  rates— and  that's  why  it's  important  for  you  to  bring  up  the 
graduate  corporate  rate. 

And,  on  the  other  side,  what  is  going  to  happen  to  individual 
rates  is  going  to  be  much  more  important  to  Main  Street  business- 
es than  it  is  to  the  rest  of  the  business  community.  Many  of  those 
businesses  back  in  my  hometown — East  Rockaway  and  Limerick — 
are  proprietorships,  partnerships;  they're  not  corporations.  So  what 
happens  on  the  individual  side  of  the  ledger,  driving  those  rates 
down  to  whatever  it  might  be— 35,  30,  however  low  you  can  get 
them— is  going  to  be  very  important. 

Senator  D'Amato.  Let  me  ask  you  this:  How  many  of  those 
people  do  you  think  are  paying  the  top  rate  now? 

Mr.  Motley.  Oh,  very  few. 
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Senator  D'Amato.  So  what  are  we  talking  about?  You're  not 
pving  them  any  break.  You're  taUdngmori  from  one  hand  2 
terms  of  their  proprietary  interest  in  their  home  than  you  are  ever 
going  to  give  them  in  business. 

Now,  for  the  basic  need  of  living  in  their  home  or  buying  arother 
Place,  its  going  to  cost  them  a  lot  more  money.  And  so,  here  we 
the  ratef  g°mg  y0Ur  rate;  weU'  tf      P«>Ple  ever  saw 

You're  not  talking  about  a  guy  who  is  paying  a  50-percent  rate  I 
mean  lt's  not  there  The  little  guy  and  verffew  in  £SS&v 
^ngThoSe  raS     ^  those  c°™"ties  weS 

^Mr.  Motlky.  Definitely.  But,  at  the  same  time,  you've  got 

Senator  D'Amato.  In  Idaho  and  Iowa,  how  many  of  those  small 
guys  do  you  think  are  going  to  benefit  bv  this? 

Mr.  Motley.  Less  than  in  East  Rockaway 

Senator  D'Amato.  Less.  Sure.  These  poor  guys  are  hanging  on  by 
their  nails,  so  we're  going  to  give  them  an  illusory  tax  cutbecause 
we  re  going  to  say,  now,  everybody  is  going  to  pay  their  fair  share. 
They're  never  going  to  get  it.  And  then  we're  going  to  stop  them 
where  Americans  have  always  had  hopes,  to  own  a i  piece  of  their 

V^SZtSSU^  ^ ° *»y  for  *  M?  to  .™te 

n,Te  .^encouraged  thkt  policy  and  now  we're  going  to  shoot  it 

?v?i!?th  frJ511!1?6^-^0"  ¥ow>  the  rich  will  getncher  under 
this  plan.  No  doubt.  But  I  don't  think  working  class  middle  Ameri- 

ScS>n°mg    prosper'  and  1  think  thers's  going  to  be  great  job 

I  want  to  toll  you,  if  you  said  to  me,  the  chamber  has  done  some 
studies  and  they  say  they're  going  to  lose  10  to  20  percent,  or  the 
housing  industry  is  going  to  go  down  just  on  that  deductibility,  I 
wonder  u  you  factored  m  how  many  houses  you  are  going  to  lose 
when  you  can't  build  on  the  second  house  thing,  and  how  weak 
that  market  is  going  to  become?  Do  you  know  what's  going  to 
happen  in  the  next  10  years? 

You  won't  build  any  second  houses  because  all  the  second  houses 
that  are  owned  now  are  going  to  be  up  for  sale,  and  you're  going  to 
have  people  switching,  playing  a  game  of  what  their  primary  resi- 
dence is  as  nnnnuvl  tn  fho  aa**r.A„~,~  : J~   e  J 


/ve  given  me 

■  1,  *  r  •  -, — -•  ™/  ,•  »">•  <•-"  j«  ouu  vow;,  ou  until  Senator 
Abdnor  comes  back,  we'll  have  a  brief  recess.  He  should  be  back 
any  minute. 

I  thank  you  very  much.  I  hope  the  Chamber  of  Commerce  doesn't 
take  a  position  yet  on  this  thing,  but  1  think  you  will 
Mr.  Krtj.eher.  We'll  have  to  see,  Senator. 
\A  brief  recess  was  taken.] 

Senator  Abdnok  [presiding].  We'll  just  take  a  second  more.  I'm 
sure  there  must  be  some  other  matters.  We  were  talking  about  the 
tarm  program. 

I  want  to  ask  you  this.  You've  got  to  admit  that  this  Administra- 
tion  hasn  t  been  pikers  in  what  we  put  in  the  farm  program.  We 
started  out  at  something  like  spending  $3  billion  for  the  various 
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programs.  When  we  came  into  office,  we  had  a  peak,  I  think,  of  $19 
billion  with  the  PIK,  but  overall  it's  averaged  at  least  $14  billion  a 
year  in  those  4  years. 

So  do  you  feel  that  we  could  do  more  or  less? 

Mr.  Stone,  you  are  probably  as  close  to  that  as  anyone. 

Mr.  Stone.  I'm  really  not  an  expert  in  the  area,  Senator,  but  I 
think,  in  the  longer  run,  we  have  to  bring  agriculture  back  to  the 
free  enterprise  system.  If  we  could  just  take  out  our  marginal  land 
alone,  take  it  out  of  production,  that  would  be  a  tremendous  help. 

We  have  just  unbelievable  millions  of  acres  under  cultivation 
that  have  no  business  being  under  cultivation.  It's  eroding  at  terri- 
ble rates.  We're  pumping  water  out  of  aquifers  out  on  the  high 
plains  for  grain  we  don  t  really  need.  And,  as  I  understand  it, 
there's  some  subsidization  going  on  there  also.  And  I  think,  in  the 
longer  run,  we  just  have  to  make  it  responsive  to  the  free  enter- 
prise system. 

Senator  Abdnor.  Well,  as  I  said  a  moment  ago,  there's  really 
nothing  for  1985  that  makes  us  think  the  picture  is  going  to  get  a 
lot  brighter.  I  hope  it  improves  by  1986.  But  I  don  t  ktiow  what 
would  cause  that  to  happen. 

But,  Mr.  Hardy,  you  have  done  a  lot  of  work  on  this. 

Mr.  Hardy.  Just  to  put  this  thing  in  better  perspective,  Sens&or, 
we  are  experiencing  a  global  deflation  of  commodity  prices,  not 
only  agricultural  commodities  but  other  basic  commodities,  and  it's 
a  global  phenomenon  and  it's  been  going  on  throughout  the  decade 
of  the  eighties. 

We  are  up  against  some  very  tough  macroeconomic  factors  that 
the  U.S.  Federal  Government  has  very  little  control  over.  Some 
would  argue  that  we  perhaps  have  some  control  over  the  high 
dollar;  some  would  say  we  have  relatively  little  control  over  the 
high  dollar.  But  factors  such  as  the  over-valued  dollar  and  this 
global  phenomenon  of  commodity  price  deflation  create  a  difficult 
context  for  the  farm  and  rural  economy. 

So  we  are  trying  to  fashion  a  farm  bill  here  and  face  some  of 
these  factors  that  we  have  relatively  little  control  over.  Neverthe- 
less, I  think  that  there  are  things  that  we  can  do.  You  pointed  out 
quite  correctly  that  the  1981  farm  bill  has  been  the  most  expensive 
farm  bill  this  country  has  ever  had. 

I  think  the  total  cost  of  this  farm  bill  exceeds  $60  billion,  and  our 
deficiency  payments  have  gone  from  the  $2  to  $3  billion  range  in 
the  late  seventies  up  to  as  high  as  $20  billion  in  1983. 

But,  despite  all  of  this  high  expenditure,  farmers  aren't  being 
helped  because  the  benefits  are  going  to  those  who  apparently  need 
them  the  least. 

There  are  plenty  of  studies  which  have  been  done  in  the  last 
couple  of  years.  Former  Secretary  Bob  Bergland  himself  has  made 
a  big  point  of  saying  that  under  our  payment  system,  the  way  our 
farm  programs  work  now,  the  bulk  of  the  payments  go  to  those 
who  need  them  least. 

So  I  think  that  we  need  to  focus  those  progiam  benefits,  those 
transfer  payments,  those  income  supports  on  the  600,000  to  800,000 
full-time  family  farmers  who  depend  exclusively  or  almost  entirely 
on  their  farm  income  for  a  living. 
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And  we  need  to  get  away  from  the  situation  where  dairy  farm- 
ers for  instance  in  1984,  some  51  dairy  farmers  received  over  $1 
mdhor i  each i  in  farm  program  benefits.  We  really  need  to  get  away 
from  that  situation  and  begin  to  focus  those  benefits  so  that  what- 
!?nriSr  Gover2men.t„?'  wiUin«  to  "P*0**  whether  it  be  $6  billion  or 
li VSr" ^Tr°  bdh?n  a  ye^  on  agriculture,  at  least  we  know 
that  those  funds  are  going  to  the  people  who  really  need  them. 

benator  Abdnor.  Well,  as  you  know,  and  noted  earlier  in  numer- 
ous ne-xnngs  over  the  last  year  and  a  half  on  agriculture,  I  certain- 
ly have  concluded  and  I  think  most  of  our  staff  might  have  also, 
that  there  s  a  lot  more  than  just  a  farm  program  involved  here 
that  can  make  the  difference. 

.  No.  1,  we  all  agree  that  the  best  thing  we  can  do  for  our  fanners 
is  drop  those  interest  rates  3  or  4  percent.  When  a  1-percent  rate 
affects  farmers  to  the  tune  of  $2  billion,  it's  got  to  be  a  big  item 
Another  thing  that  we  ought  to  get  our  dollar  iix  line  so  we  can 
carry  on  a  more  effective  foreign  trade.  We're  having  a  very  diffi- 
cult time.  I  know  we  say  we  can't  afford  to  drop  it  too  quickly  or 
the  bottom  will  fall  out  of  everything,  but  it's  something  we  have 

And  we  noted  earlier  my  proposal  on  tax  loss  farming.  VW 
very  important  And  I  would  think  that  the  fragile  land,  where  we 
can  get  the  sod-busting  bill  through,  where  we  just  refuse  to  pay 
any  kind  of  programs  into  a  farm  who  farms  fragile  land.  The 
House  and  the  Senate  will  decide  whether  we  are  going  to  include 
the  whole  unit  or  just  that  part  of  a  farm  that's  fragile.  But,  I 
think,  to  rp*lly  get  the  message  across,  we  may  have  to  include  the 
whole  farm. 

So  these  are  all  things  that  can  go  a  long  ways  and  may  be  just 
as  important  as  any  farm  program,  in  exports  or  anything  else. 

\ei  an  opportunity.  We  were  talking  tax  reform  in 

this.  1  know,  maybe  I  should  be  the  devil's  advocate,  talking  about 
the  pros  and  cons  of  taxes.  But,  we've  got  less  hog  producers  today 
than  any  time  in  history,  and  we  are  producing  more  hogs,  and  it 
all  happened  since  accelerated  appreciation  went  into  effect. 

I  know  thats  bood  for  business  and  helped  boost  the  economy, 
and  put  people  to  work.  The  very  thing  Senator  D'Amato  was  talk- 
ing about  was  it  did  help.  But,  at  the  same  time,  I  found  out,  at 
least  as  chairman  on  Water  Resources,  I  have  been  trying  to  get  an 
inland  water  bill  and  the  administration  thinks  we  shoi'id  have 
user  fees  play  a  bigger  part  in  constructing  additional  lots  and 
proving  equipment.  And,  rightly  so,  I  guess,  if  you  get  right  down 

CO  lt» 

But  I  have  run  into  a  wall  of  opposition  and  none  as  fierce  as 
barge  people.  They  were  in  my  office  one  day  and  I  didn't  know 
why  they  were  so  opposed  to  this.  After  all,  you  pass  it  on,  and 
there  are  still  commodities  going  up  and  down  the  river. 

Well,  they  finally  admitted  they've  got  a  whole  host  of  additional 
barges  because  of  the  lease-back  provision  that  was  in  effect  at  one 
time.  They  all  went  out  and  acquired  additional  barges,  and  now 
we  ye  got  too  many  barges  and  they're  cutting  each  other's  throats 
getting  business. 
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So  you've  got  to  be  kind  of  careful.  You  tinker  over  here  and  you 
do  something  over  here,  and  I  just  wonder  how  much  of  that  we're 
going  to  run  into  when  we  start  our  tax  reform  measures. 

Mr.  Miller.  Senator,  ycu  have  been  very  active  in  the  problem 
we're  experiencing  in  central  South  Dakota  and  that  was  the 
breaking  up  of  the  prairie  marginal  land  for  purposes  of  planting 
wheat  and  planting  a  crop  that  we  are  already  in  surplus  on. 

It's  being  done  for  the  tax  advantage.  And  what  we  could  do  is 
help  ourselves  by  somehow  finding  a  way  to  remove  that  tax  ad- 
vantage so  that  that  marginal  land  is  not  further  broken  up  and 
we're  not  planting  a  crop  that's  already  in  surplus. 

Senator  Abdnor.  That  could  go  a  long  way,  especially  under  our 
program.  Two  years  of  farming  gives  you  enough  history  to  estab- 
lish a  reallocation,  and  they  become  a  big  recipient  if  you  consu- 
late a  crop. 

There's  one  other  thing  Mr.  Jahr  and  I  discovered  when  we  were 
out  in  South  Dakota  with  our  Rural  Vitalization  Committee  meet- 
ing. These  people  contend  that  inflation  is  much  higher  yet  today 
out  in  rural  America  than  it  is  in  other  places. 

Is  there  anything  to  that?  I  mean,  we're  going  to  look  into  it. 

Mr.  Stone,  have  the  costs  out  in  rural  America  been  going  up  at 
a  higher  clip? 

Mr.  Stone.  I  think  there  is  some  element  of  truth  to  it  because 
the  smaller  retailers  in  the  smaller  towns  obviously  can't  sell  in 
volume,  and  they  have  to  have  higher  prices  to  make  some  kind  of 
a  profit  out  of  their  stores. 

So  I  think  it's  kind  of  a  snowballing  effect,  too.  As  fewer  and 
fewer  people  trade  with  them,  they  tend  to  add  a  little  more  to  the 
price  to  compensate  for  the  loss  of  profit.  So  I  think  there's  some- 
thing to  that  in  the  rural  areas. 

Senator  Abdnor.  I  was  wondering  if  maybe  the  parts  for  machin- 
ery and  things  may  have  gone  higher? 

Mr.  Stone.  I  think  there's  been  some  of  that.  Plus,  now  we're 
seeing  so  many  farm  implement  dealers  being  closed  down.  We  had 
two  closed  near  our  area  yesterday  and  farmers  protested  both  clos- 
ings because  they  claim  they're  now  going  to  have  to  drive  50  to  80 
miles  to  get  parts.  And  so  you  put  all  these  things  together  and  it 
does  add  up  to  a  higher  cost  of  doing  business. 

Senator  Abdnor.  Did  you  detect  anything  in  your  figures,  Mr. 
Tiardy? 

Mr.  Hardy.  No,  we  haven't.  I  don't  believe  we  have  done  any 
studies  to  look  into  that.  But  I  think  Mr.  Stone  is  exactly  right  in 
his  observation. 

Senator  Abdnor.  All  right.  I  live  in  a  huge  condominium. 
Coming  from  a  town  of  350  to  370  residents,  I  live  in  a  place  that's 
got  435  units  and  800  residents.  And,  then,  in  the  lobby,  we  have  a 
little  store.  The  prices  arc  a  lot  higher  but  I  think  you  find  it  con- 
venient to  go  there. 

Mr.  Motley.  Senator,  I  don't  know  whether  inflation  might  be 
higher.  You  know,  prices  or  the  average  margins  that  firms  might 
make  or  have  to  make  in  order  to  sustain  themselves  in  rural  Main 
Street  situations  may  be  higher.  As  far  as  inflation  itsolf  is  con- 
cerned, our  quarterly  economic  report  indicates  that  those  firms  lo- 
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cated  in  your  area  of  the.  country  are  less  likely  to  be  raising  their 
prices  as  rapidly  as  other  firms  are. 

Still,  the  margin  that  they  may  have  to  operate  on  because  of  the 
higher  cost  of  shipping  goods  and  other  factors  involved  may  be 
more,  and  people  in  rural  America  may  be  simply  paying  highei 
prices  for  certain  goods  than  people  in  urban  America,  especially 
places  like  New  York  City  where  there's  so  much  competition  driv- 
ing those  prices  down. 

So  rather  than  inflation,  it  may  just  be  price  taking. 

Senator  Abdnor.  Well,  one  last,  question.  You  were  talking  about 
now  it  used  to  be  that  when  a  building  was  empty  on  Main  Street, 
somebody  would  come  along  and  start  a  business.  And  that's  no 
longer  happening. 

Let's  take  2  or  3  years  down  the  road.  We  finally  find  a  solution 
torougb  agricultural  prosperity  and  farmers  do  better;  there  are 
sWI  going  to  be  less  farmers  because  they  are  going  out  of  business. 
And  I  think  what's  left  will  continue  to  handle  the  land. 

Do  you  see  a  better  chance  of  the  little,  small  town  coming  back? 
Or,  do  you  thmk  the  damage  may  be  pretty  permanent? 

Mr.  Miller.  Senator,  I  think,  by  and  large,  the  damage  is  done 
and  it  s  continuing  to  be  done.  And  we  are  never  going  to  see  a  re- 
vitehzation  of  the  very  small  town  back  to  what  it  used  to  be 

Senator  Abdncr.  You  won't  see  implement  dealers  coming  back 
into  business,  like  car  dealers? 

Mr.  Miller,  No,  I  don't  think  so,  Senator. 

Senator  Abdnor.  How  about  you,  Mr.  Motley? 

Mr.  Motley.  I  would  agree  with  that,  Senator. 

Senator  Abdnor.  That's  a  sad  situation  but  I'm  afraid  it's  become 
so  easy  and  accessible  to  run  down  the  road  40  miles,  it  makes  me 
think  were  all  in  Congress.  We  keep  using  the  phrase,  "Buy  Amer- 
ica, and  you  go  down  to  the  garage  where  you  park  your  car  and 
you  never  would  know  there  was  such  a  phrase  around  this  coun- 
try. And  I  think  everyone  says  we've  got  to  keep  our  hometown 

,  a?i0U^Mam  Streets  8oinS-  And  they  run  down  to  the  super- 
market 40  miles  down  the  road. 

Mr.  Motley.  Yes,  Senator,  I  think  Mr.  Stone  may  have  put  his 
finger  on  it  in  his  testimony.  You  simply  don't  need  that  many 
unite  any  longer  to  service  the  population  and  the  economy  of 
rural  America. 

Senator  Abdnok.  I  guess  that's  true.  Well  instead  of  detaining 
you  people,  I  just  want  to  thank  you  all  for  showing  up  and  vour 
comments. 

Thank  you  for  taking  time  out  of  your  schedule  to  testify,  and 
you  have  been  a  great,  great  help  I'm  really  excited  about  this  be- 
cause, for  once,  we  re  really  talking  about  some  problems. 

When  we  get  this  altogether,  it's  going  to  be  up  to  this  committee 
to  decide  how  we  re  going  to  use  this  information  and  all  the  rural 
areas  are  represented  by  a  number  of  Congressmen  and  they  are 
not  part  of  *!Ja  committee.  In  some  way,  we've  got  to  disseminate 
thus  information  to  them  and  get  them  excited  because  there's  got 
to  be  some  steps  taken. 

We  are  going  through  difficult  times  but  I  still  think  there  can 
be  a  bright  side  to  it,  and  we  can  turn  things  around. 
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^  You  did  identify  many  of  the  conditions  of  the  Main  Street  asso- 
ciated to  the  agricultural  economy  and  it's  really  in  the  5th  year, 
we  think,  of  recession.  I  look  back  10  years  ago  when  I  had  farmers 
coming  to  Washington,  but  they  didn't  know  what  good  times  they 
had  when  we  look  at  it  in  relation  to  today. 

We  do  have  our  problems.  But  another  common  theme  is,  "Let's 
work  together."  And  I  guess  it's  great  to  see  the  Chamber  of  Com- 
merce, that  goes  into  big  cities  and  probably  is  where  you  have 
your  big  numbers,  but  is  just  as  interested  in  rural  America. 

And  I  know  that  the  National  Federation  of  Independent  Busi- 
nesses, what  Rural  America  is  all  about,  and  people  like  you,  Mr. 
Stone.  That's  also  why  I  brought  Mr.  Miller  in.  I  just  thought  he 
could  tell  the  story  of  South  Dakota  better  than  almost  anyone 
else.  You  know,  each  town  has  their  problems.  Bob  bas  to  deal  with 
all  the  towns  in  South  Dakota. 

I  want  you  to  know  that  we  are  going  to  have  two  more  rural 
hearings  just  this  month.  Next  Wednesday,  May  15,  the  topic  will 
be  "Economic  Development."  Then,  on  the  following  Wednesday, 
we  are  having  three  outstanding  panels  on  "Rural  Community  Re- 
sources, Education,  and  Health  Care."  We  have  shortened  some  of 
those  areas  that  I'd  like  to  talk  about.  So  I  would  advise  and  en- 
courage all  of  you  to  attend  those  meetings. 

I  know,  for  Bob,  it's  kind  of  difficult  but  later,  this  summer,  I'd 
like  to  hold  additional  hearings  as  well.  And  so  I  think  we've  got  a 
lot  of  area  to  cover.  I'm  looking  forward  to  going  up  to  New  York.  I 
always  get  a  real  education.  I'm  amazed,  talking  about  working  to- 
gether, how  many  things  Senator  D'Amato  and  I  can  get  together 
on.  It's  amazing.  But,  he  does  have  a  lot  a  rural  areas  there  in  New 
York. 

Well,  anyway,  I'm  going  to  go  vote.  I  thank  all  of  you  very  much 
for  attending.  You  made  a  great  contribution  to  our  theme  here. 
Thank  you. 

[Whereupon,  at  11:55  a.m.,  the  subcommittee  acjjourned,  subject 
to  the  cali  of  the  Chair.] 
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Otpirtrntnt  of  Agricultural  Economics  I 

427  Lorch  Street  * ' 

Madison,  Wisconsin  53706  608/262-4963 

May  16,  1985 


Mr.  Dale  Jahr 

Joint  Economic  Committee 

U.S.  Congress 

Rm.  SD-G01  /  Dirksen  Building 
Washington,  DC  20510 

Dear  Mr.  Jahr: 


I  am  sorry  that  it  was  impossible  for  me  to  testify  at 
your  recent  hearing  on  rural  main  street  businesses  and  the 
economy.  I  am  sending  along  a  few  pieces  of  information  that 
may  be  of  direct  help  to  you. 

I  look  forward  to  hearing  from  you  regarding  future 
hearings  on  community  economic  development.  I  have  a  deep 
interest  in  the  subject  and  would  be  happy  to  be  of  assistance. 

Sincerely, 

Mud.  finite 

Glen  C.  Pulver 
Community  Development 
Specialist 
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INTRODUCTION 


The  Community  Economic  Development  Strategies  Conference  vu  held 
at  Omaha  March  1-3,  1983.    More  than  70  university  researcher*  and 
extension  personnel  participated  <n  the  conference  where  state  exten- 
tlon  specialists  shared  new  way*  of  reaching  community  citizens  with 
education  sbout  community  economic  development  and  university 
researchers  reviewed  soee  new  concepts  related  to  the  development  of 
smaller  nonmetropolltan  co salinities* 

The  authors  ot  the  first  three  papers  challenged  participants 
with  a  perspective  of  the  "global"  trends  that  might  affect  the  effi- 
ciency of  any  community's  efforts  to  alter  its  jobs  and  income  situ- 
ation.   Janes  Howell  discussed  regional  shifts  in  economic  activity 
and  three  common  developmental  mistakes  by  communities.    David  Brown 
extended  that  discussion  by  analyzing  the  economic  and  demographic 
shifts  in  metro/nonmetro  counties  in  the  United  States  since  the  early 
1970s,    den  Pulver  suggested  that  communities  had  numerous 
opportunities  to  cha:;ge  their  Income  and  employment  base  and  that 
these  were  often  not  considered. 

The  next  five  papers  approached  the  question  of  hov  communities 
can  alter  their  income  and  employment  eituation  by  discussing  specific 
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strategies,    John  Qulnn  reviewed  elements  of  how  decision*  about  new 
business  locations  were  made  and  how  communities  could  Influence  that 
process*    Ken  Stone  reported  on  current  work  in  Iowa  that  emphasizes  kJ 
the  analysis  of  changes  in  retail  trade  over  time  and  space  and  how 
communities  can  alter  the  ongoing  trends*    Sam  Crawford  described  how 
Ohio  was  working  on  creating  awareness  of  the  Importance  of  existing 
businesses  and  how  the  local  economic  development  organization  could 
support  existing  businesses*    Al  Shapero  engaged  participants  in  a 
wide-ranging  review  of  what  causes  entrepreneurial  events  to  occur* 
Gene  Summers  documented  the  Increased  Importance  of  "transfer  income" 
to  nontoetr  opolltan  communities  and  how  it  was  used  in  the  community 
economy* 

The  conference  closed  with  presentations  from  Ken  Deavers  and  Ron 
Powers  on  a  community  economic  development  research  and  extension 
agenda  for  the  1980s* 

In  summary,  the  acreage  from  the  conference  was  that:     (1)  the 
profound  changes  in  the  national  economy  (structure  and  geography)  and 
the.  distribution  of  population  are  the  impetus  for  the  dramatic 
changes  in  nonmetro  areas  and  these  must  be  recognized  in  local 
efforts;  (2)  theue  are  exciting  times  for  community  economic  develop- 
ment because  of  the  rapidity  and  magnitude  of  change  that  is  occur- 
ring; (3)  there  are  numerous  alternative  mechanisms  and  strategies 
that  nonmetro  communities  can  pursue  to  improve  their  job  and  income 
situation;  (4)  the  hi-tech  bandwagon,  while  offering  some  prospects, 
will  not  be  the  source  of  substantial  job  and  Income  growth  for  most 
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nonmetro  tress  in  the  future,  snd  (5)  nonmetro  communities  exhibiting 
creativity  tod  boldneee  improve  their  chance  to  achieve  their  Job  snd 
income  gosls. 

"GLobal-  Treuda  Affecting  Local  Jobi  end  rnm-» 

In  these  proceedings,  Jews  Hovall  reviews  recent  changes  in 
fiscal  aod  monetary  policy  end  their  implications  for  economic  growth. 
Then  a  brief  aynopala  la  given  about  the  proapecta  for  future  regional 
growth  and  factors  affecting  it.    Howell  off era  comments  on  three 
developmental  mlatakea  by  local  communities.    First,  businesa  really 
would  prefer  minimal  local  government  help  aod  that  largely  in 
providing  a  qualified,  competitive  work  force.    Second,  communities 
often  faxl  to  recognise  the  aignificance  of  agglomeration  economies  in 
location  decioions  and  the  efficiency  of  local  development  efforts. 
Th±vdt  he  cautions  sgsiost  the  belief  that  capital  availability  will 
overcome  all  of  an  area 'a  other  economic  development  limitationa. 

Howell  notes  the  differences  in  coat*  of  production  smong  U.S. 
regions  ana  how  that  might  influence  cheir  rate  of  economic  develop- 
ment in  the  future.    While  he  cautions  agclnst  overly  heavy  reliance 
upon  high  technology  aa  the  avenue  for  nonmetro  economic  development, 
he  recognises  the  opportunities  nonmetto  areas  have  in  the  development 
of  administrative  and  headquarter  facilities.    One  of  Howell's  key 
i'Jeaa  is  that  in  all  of  his  experiences  across  the  country  he  wsa 
Impressed  that  no  community  or  area  had  ever  failed  because  of  the 
"lack  of  excessive  boldness 

David  Brown  reviews  economic  and  demographic  changes  that  have 
occurred  in  nonmetropolitan/rural  areas  of  the  United  States.  Brown 
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demonstrate*  that  the  socio-demo graphic  and  economic  structure  of 
nonmetropolltan  areas  la  approaching  that  of  the  rest  of  the  country. 
He  suggests  that  several  forces  have  lead  to  the  reversal  of  numerous 
decades  of  population  loss.    While  Brown  finds  that  the  Income 
position  of  nonmetropolltan  counties  has  Improved,  the  poorest 
counties  In  the  United  States  are  still  nonmetropolltan.    The  Income 
position  of  many  nonmetro  areas  has  been  substantially  Improved 
through  transfer  payments.    He  also  notes  that  the  dynamics  of  the 
changing  relationship  between  federal  and  local  governmental  units 
complicates  local  governments'  response  to  the  increased  demands  for 
public  services  while  their  resource  base  becomes  relatively  more 
limited. 

Brown  srgues  that  changes  in  the  relative  position  of 
aetro/nonrtetro  areas  offers  opportunities  for  areas  willing  to 
aggressively  address  the  changes  and  problems.    The  recent  net 
in-migration  stieams  have  been  more  educated  and  "early-retirees-  who 
have  much  to  contribute.    The  diversification  of  nonmetro  economies 
leads  to  stronger  and  more  stable  economic  prospects.    Yet,  local 
institutions  will  ha*e  to  respond  by  accommodating  and  altering  this 
change  to  Insure  the  beneficial  effects  are  not  lost.    Brown  concludes 
with  s  series  of  suggestions  about  what  nonmetro  areaa  must  do  to 
insure  that  the  benefits  of  recent  trends  do  yield  an  improved  quality 
of  life. 

The  paper  by  den  Pulver  notes  that  recent  high  unemployment  has 
stimulated  Interest  in  how  communities  can  encourage  economic 
development.    He  highlights  the  structural  change  of  the  U.S.  economy 
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from  a  goods-producing  to  a  ser vice-In f ormation  producing  economy  and 
its  expected  iaportance  to  future  employment  opportunities*    Be  shares 
five  interconnected  variables  that  influence  the  level  of  employment 
and  income  in  a  community  and  their  positive  and  negative  dimensions. 
These  avenues  of  altering  local  employment  and  income  are:    (1)  migra- 
tion of  employers;  (2)  change  in  size  of  existing  firms;  (3)  births 
and  deaths  of  firms;  (4)  location  of  private  expenditures  and;  (5) 
public  expenditure  patterns*    Fulver  then  converts  these  into  a  policy 
framework  for  five  generic  strategies  of  how  a  community  can  improve 
its  employment  and  income  situation*    The  actual  strstegy  pursued  will 
depend  upon  community  goals,  values,  and  resources* 

Strategies  to  Improve  Local  Jobs  and  Income 

John  Quinn  in  his  presentation  shares  two  perspectives  of 
recruiting  in  the  '80s  and  '90s*    The  first  perspective  is  that  of  a 
quizzical  local  government  official  who  wonders  about  the  logic,  or 
lack  thereof,  of  some  location  activities  by  outside  firms.  The 
second  perspective  is  that  of  analyzing  the  decision -making  process  of 
the  firm  for  three  distinct  types  of  decisions  —  corporate,  facili- 
ties, and  plant  —  and  the  different  factors  and  actors  that  come  to 
bear  on  that  decision*    He  suggests  research  is  providing  insights 
about  characteristics  of  rural  communities  that  have  been  relatively 
successful  In  attracting  employment  change*    he  contends  tost  innova- 
tion, imagination,  and  persistence  characterize  the  states  and  com- 
munities most  actively  engaged  in  industrial  recruitment. 
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Sam  Crawford  use*  s  series  of  Ohio  esse  examples  to  demonstrate 
that  rural  communities  csn  promote  job  sod  income  crestlon  through  the 
support  sod  encouragement  of  new  firm  formation  and  the  expansion  and 
improvement  of  the  efficiency  of  existing  firs*.    The  evidence  that  he 
assembles  suggests  that  rural  communities  need  to  be  supportive  of 
this  form  of  economic  sctivity  mzd  not  overlook  It  In  the  "hoopla"  to 
attrsct  new  firms  from  outside  the  community.    He  Indlcetes  thst 
extension  programs  need  to  crests  awareneaa  of  existing  business 
retention  and  axpsnslon  and  business  crestlon  possibilities. 
Furthermore,  these  progrsae  need  to  work  at  both  the  community  and 
business  level.    At  the  business  level,  educetlon  progrsae  will 
e  apnea  Ire  management  educetlon.    This  requires  thst  we  exercise 
crestivity  in  delivery  methods  ss  well  ss  hearing  what  the  clientele 
indicate  they  want. 

Al  Shapero 's  discussion  cautions  us  to  be  careful  about  the  vari- 
ety of  uses  of  the  term  entrepreneurship,  and  auggeate  that  we  should 
be  more  concerned  with  entrepreneurial  events  thsn  people  when  exaain- 
ing  this  i.ssue.    He  reminds  us  that  entrepreneurship  is  s  long-tera 
concept,  and  not  an  answer  to  short-tera  developaent  problems  in  s 
community.    Shapero  offers  thst  developaent  of  a  community  la  more 
than  just  more  jobs  and  income,  but  needs  to  include  an  ability  by  the 
coaaunity  to  adapt  to  events,  exhibit  resilience,  crestivity,  initia- 
tive,  and  diversity  to  meet  changing  conditions  through  time.    He  sug- 
gests that  these  are  also  characteristics  generated  by  entrepreneur- 
ship.    Shapero  reviews  the  forces  thst  eight  cause  people  to  start 
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a  new  business.    He  argues  that  the  choice  of  atarting  a  business  la 
the  product  of  the  perceptions  of  desirability  and  feasibility. 
Finally,  Shapero  links  the  utilization  of  entrepreneurahlp  to  commu- 
nlty  economic  development,  and  how  the  two  processes  are  aymblotlc. 
In  particular,  he  notes  the  supportive  role  that  local  financial 
institutions  can  play  in  company  formation.    £fe  concludes  with  a 
cautionary  statement  about  the  success  of  political -legislative  and 
administrative  attempts  to  stimulate  entrepreneurahlp. 

Ken  Stone  describes  an  Iowa  extension  progrsm  that  conducts  s 
trsde  srea  snalysls  of  rural  communities.    He  notes  the  Integral 
Importance  of  a  viable  trade  cector  to  capturing  the  effects  of  any 
community  economic  development  effort.    He  deacrlbea  the  data  that  is 
required,  the  form  of  snalyala,  and  the  manner  of  presenting  Informa- 
tion to  community  groups.    A  key  element  of  the  analysia  is  to  give  an 
idea  sbout  changes  over  time  in  that  community  and  other  nearby  areaa. 
This  Includes  sctual  snd  potential  sales  as  well  as  the  number  of  cua- 
toners  attracted.    Such  a  program  requires  access  to  sales  dats  over 
time  and  by  municipality. 

Gene  Sumner a  and  Thomaa  Hirschl  in  their  paper  demonatrate  that 
demographic  changes  occurring  In  U.S.  nonmetropolltan  areaa  can  have 
significant  implications  for  community  economic  development.  In 
particular,  they  note  that  significant  local  income  and  employment 
lcpactc  can  result  from  the  Inflow  or  cash  trsnafer  payments  snd  that 
local  marketa  are  very  responsive  to  these  payments.    They  caution 
people  to  recognize  that  transfer  psyments  in  the  form  of  public 
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assistance  payment*  are  only  a  very  small  portion  of  personal  incotae 
of  any  region  of  the  nation,    ielatively  larger  amounts  are  in  the 
form  of  retirement /pension  funds.    Furthermore,  there  is  a  high  cor- 
relation between  the  inflow  of  transfer  Income  and  dividends*  interest 
and  rents.    Summers  and  Hirschl  close  their  analysis  with  a  discussion 
of  some  strategies  communities  might  pursue  in  capturing  transfer  pay- 
ments, either  as  consumer  spending  or  capital  funds. 

Agenda  for  the  1980s 

Ken  Dcaver's  paper  explicitly  recognizes  that  the  "rural  renais- 
sance" wili  lead  to  a  significant  shift  in  the  research  agenda  for  the 
1980s.    More  than  a  population  turnaround*  the  "renaissance"  also 
includes  changes  in  the  economic  structure  of  nonmetro  areas  and 
increased  complexity  of  local  government  services  and  operations*  He 
notes  that  the  continued  presence  of  "rural  fundamentalism"  may  feave 
little  to  offer  policy  makers  during  the  1980s.    In  reviewing  the 
diversity  of  rural  areas,  Deavers  points  out  that  the  integration  of 
rural  areas  into  the  rest  of  the  U.S.  economy  and  society  brings  with 
it  some  problems  such  as  crime,  etc.  that  formerly  were  thought  to  be 
solely  urban  issues.    He  notes  that  from  an  equity  perspective  the  ■ 
problems  of  poverty  and  housing,  while  reduced  substantially  In  the 
past  20  years,  are  still  major  difficulties  in  rural  areas.  While 
nonmetro  problems  are  still  substantial,  the  rationale  used  in  the 
•50s  and  '60s  to  argue  for  rural  development  programs  may  no  longer  be 
appropriate  for  the  conditions  of  the  '80s.    Deavers  suggests  that  the 
efforts  to  sensitize  policy  makers  to  the  heterogeneity  of  rural  areas 
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may  have  caused  the  inadvertent  outcome  that  there  is  no  commonality 
in  rural  areas  that  would  lend  itself  to  rural  development  programs . 
Finding  the  commonality  among  nonmetro  places  and  problems  for  policy 
formulation  will  need  to  be  a  major  research  effort.    Deavers  suggests 
that  one  of  the  key  research  issues  of  the  1980s  is  to  understand  the 
distributional  impacts  upon  areas  and  groups  of  various  programs  and 
social         economic  changes.    He  argues  that  while  rural  development 
research    >,eds  to  be  more  analytical,  there  continues  to  be  a  need  to 
monitor  changes  and  conditions  so  national  policy  makers  are  kept 
aware  of  nonmetro  areas.    The  final  element  of  his  research  agenda  is 
more  modeling  of  the  causal  factors  and  policy  variables  affecting 
nonmetro  jell-1  eing. 

Ron  Powers,  in  developing  an  extension  agenda  for  the  1980s, 
begins  with  a  brief  review  of  the  conditions  of  the  mid-1950s  when 
rural  development  first  became  an  item  on  the  national  agenda.  He 
compares  the  type  of  analysis  and  extension  work  that  was  done  in  the 
f508  with  the  conditions  of  the  late  '70s  and  early  '80s  and  notes 
that  two  recent  extension  documents  place  community  economic  develop- 
ment to  the  forefront  of  the  extension  agenda  for  the  1980s.  Powers 
emphasizes  th*r  economic  development  is  a  legitimate  component  of  the 
agen-ir  for  extension  programming  in  the  1980s,  and  that  extension 
administrators  need  to  recognize  the  importance  of  this  programming  to 
an  Integrated,  comprehensive  extension  program.    He  oelleves  that  our 
experience  in  pubJ ic  policy  programming  becomes  an  excellent  founda- 
tion on  which  to  build  community  economic  development  education 
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efforts.    For  example,  good  extension  public  programming  i»  needed  to 
help  states  end  communities  keep  the  Issues  of  high  technology  end  Uz 
policy  revisions  in  proper  perspective.    Furthermore,  he  feels  that 
there  is  a  need  for  extending  to  decision  makers  the  expanding  col- 
lection of  community  economic  analysis  tools  that  «e  are  developing. 
And  finally,  he  reminds  us  that  the  extension  system  must  provide 
viable  and  creative  community  economic  development  education 
programs. 


468 


n 


ECONOMIC  DEVELOPMENT  OF  THE  FUTURE:    MYTHS  AND  REALITIES 


Janes  M.  Howell* 


Ac  the  oucsec  of  ay  remarks »  I  wane  Co  emphasize  chac  I 
personally  believe  comaunicy  economic  developmenc  is  where  Che  accion 
is,  and  this  will  concinue  Co  be  che  case  over  Che  balance  of  Che 
decade*    And  increasingly,  as  chis  developmenc  process  concinues  Co 
evolve  and  macure,  ic  will  be  imporCanC  for  Chere  Co  be  greater  bank, 
participation.    I  would  also  hope  ac  your  second  annual  conference  we 
can  find  a  way  Co  gee  more  bankers  Co  join  you  in  chese  deliberacions , 
for  chey  are  pivotal  Co  Che  economic  viabillcy  of  a  region* 

A  great  deal  of  my  work  in  economic  developmenc  re laces  Co  my 
activities  at  Bank  of  BodCon.  Bank  of  fioscon  has  assets  of  abouC  $20 
billion,  and  has  offices  in  35  counCrieo  around  che  world*  As  che 
bank's  chief  economise,  I  have  had  conversactons  wirh  business  and 
government  leaders — in  all  regions  of  che  counCry — on  che  issue  of 
comminicy  economic  development* 

*Jane8  M*  Howell  is  senior  vice  president  and  chief  economise  for 
che  Bank  of  Bos con* 
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Today  ,  I  want  Co  make  three  baaic  points  about  the  forces  that 
saape  community  economic  development.  First,  I  will  talk  about  the 
national  economy  and  comment  on  the  iatue  of  growth  dispsrltles  from  a 
banker fa  perspective.  Second,  I  will  dlacuss  three  of  the  most  comoq 
developmental  mistakes  that  are  made  in  dealing  with  the  bualneaa  com- 
munity. Finally,  I  wiH  define  srvtral  of  the  opportunities  and  chal- 
lenges in  the  Midweat  and  the  High  Plains. 

General  Economic  Conditions  and  Forecasts 

In  1980,  one  could  accurately  deacribe  tha  U.S.  economy  as  fol- 
lows:   the  United  States  then  had  the  highest  percentsge  of  obsolete 
plant  and  equipment,  the  ioweat  ratio  of  capital  spending  and  "he  low- 
est productivity  and  aavings  grcwtb  of  sll  the  industrialised  coun- 
tries in  the  world.    And  in  eirly  1961  the  U.S.  Bureau  of  the  Census 
reminded  us  that  median  after-tax  real  income  declined  5  percent. 
That  is  the  first  time  reel  Income  has  declined  over  the  course  of  s 
decade  since  thv  Industrial  Revolution  began  in  New  England  during  the 
1830s. 

To  address  these  economic  difficulties,  President  Reagan  put  into 
place  the  imaginative  Economic  Recovery  Act  of  198L  which  provided 
deep  cax  credits  to  busineas,  basically  in  the  form  of  accelerated 
depreciation  and  safe  harbour  leasing.    As  I  traveled  around  the 
country  in  the  fall  of  1981  and  the  apring  of  1982,  I  was  confident 
enough  to  tell  the  buainess  community  that  finally  the  proper  emphasis 
had  been  accorded  to  capital  formation  in  thia  country  and  that  the 
country  was  headed  into  a  period  of  nearly  unparalleled  proaperity  and 
growth. 
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However,  along  the  way  the  Federal  Reserve  intervened  and  pursued 
an  extremely  tight  monetary  policy.    When  Paul  Volcker  became  Chairman 
beginning  on  October  6,  1979,  the  Fed  abandoned  what  economists  call 
Fed  Funds  management  in  favor  of  Reserve  Targeting.    In  the  press 
release  announcJag  this  policy  change,  tUe  Federal  Reserve  told  us 
that  "they  were  going  to  pay  less  attention  Co  interest  rates  than 
they  have  in  the  past..."    That  turned  out  to  be  Che  understatement  of 
the  century,    firing  the  period  January,  1980  through  September,  1982 
the  prime  rate  changed  76  times  for  a  cumulative  variance  of  4,300 
basis  points,  0r  43  percentage  points.    While  the  efforts  to  achieve 
price  stability  have  been  unusually  successful,  the  past  three  years 
have  been  the  period  of  greaCest  financial  and  economic  instability  in 
this  century.    As  a  result  of  the  monetary  instability,  b""iness 
investmenc  never  materialized,  and  in  1982  the  Congress  repealed  many 
of  the  key  capital  formation  parts  in  Economic  Recovery  Act  of  1983.. 

Consequently,  we  have  been  forced  Co  downwardly  adjust  our  fore- 
case:    the  U.S.  economy  (real  GNP)  will  grow  10-11  percenC  over  the 
nexC  chree  years.    The  President^  budgeC  forecasts  11.1  percenC  and 
the  Congressional  BudgeC  Office  says  10.9  percent.    This  is  Che  first 
time  in  years  thaC  the  Congressional  Buuget  Office,  the  AdminisCration 
and  many  private  economists  have  ail  agreed  on  a  forecast  I    The  con- 
sensus is  chat  the  next  chree  years  will  be  a  time  of  exCraordinarily 
anemic  economic  growch— largely  because  of  the  failure  of  business  in- 
vescuent  to  materialize. 
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If  you  compare  the  anticipated  10  percent,  or  11  percent  growth 
over  the  years  1983-1985  to  the  three  years  following  the  1969-1970 
recession,  and  the  three  years  following  the  1974-1975  recession,  you 
find  that  the  U.S.  economy  grew  in  each  of  those  three-year  periods  at 
an  average  cuLsilative  rate  of  15.4  percent  (in  real  terms).    So  all  of 
us  are  expecting  about  40  percsnt  lees  in  growth  than  has  occurred 
during  earlier  recoveries. 

The  outlook  for  prices  is  good,  if  for  no  other  reason  than 
exceas  capacity,  but  we  will  continue  to  have  unacceptably  high  unem- 
ployment.   Indeed,  I  do  not  believe  that  the  unemployment  rate  will 
fall  nationally  below  8  percent  until  1985— unless  Federal  Reserve 
policy  is  changed* 

Regional  Growth  Disparities 

looking  back  to  the  1980-82  recession,  one  might  ask,  what  pulled 
our  country  down?    A  number  of  forces  pulled  the  economy  downward  into 
the  recession- -three  were  most  significant.    Pirat,  the  output  of 
autos  and  steel  in  th-  Great  Lakes  area  declined  significantly— tiue  to 
foreign  competition  and/or  the  failure  of  the  domestic  auto  producers 
to  perceive  consumer  preference.    Second,  interest  rates  rose  to  very 
high  levels  and,  as  a  result,  approximately  2.5-3.0  million  houaing 
units  that  should  have  been  built  over  the  past  three  years  were  not. 
From  a  regional  perspective,  it  is  interesting  to  note  that  during 
1975-80  nearly  50  percent  of  all  the  new  houses  started  in  the  U.S. 
were  in  three  states:    California,  Texas,  and  Florida.    And  our  cyni- 
cal experience  here  ia  clear;  namely,  that  whenever  interest  rates 
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exceed  the  12-14  percent  range,  the  housing  industry  in  these  three 
states  is  severely  impacted.    The  tinal  major  reason  for  the  recession 
was  the  softening  of  energy  prices  which  dramatically  affected  labor 
markets  on  the  Texas  Gulf  Coast* 

Let's  turn  now  to  the  recovery  period  and  beyond.  Certainly 
residential  construction  will  recover.    Those  individuals  who  are  in 
the  residential  construction  business  appear  to  have  an  insatiable 
desire  to  build  all  the  housing  units  for  which  they  can  secure  con- 
struction financing.    Indeed,  Martin  Feldstela,  Chairman  of  the  Coun- 
cil for  Economic  Advisors,  often  argues  that  moderately  high  Interest 
rates  are  desirable,  because  it  is  the  only  way  to  Insure  that  housing 
starts  will  fall  off  so  that  scarce  capital  can  be  diverted  to  busi- 
ness capital  spending.    So,  the  housing  industry  will  recover  r  d  is, 
in  fact,  already  rebounding  with  million  new  housing  starts  already  at 
an  annual  rate  In  excess  of  1.5  million  units.    Again,  the  significant 
impact  of  that  recovery  In  housing  will  be  felt  primarily  in  three 
states. 

There  will  be  a  recovery  in  tt  ;  oil  and  gas  Industries — probably 
24  to  36  months  from  now — after  all  present  price  adjustments  are 
sorted  out  and  deregulation  works  its  way  through  the  system.  This 
will  aid  the  energy  producing  regions  of  the  economy. 

The  economic  outlook  for  the  Great  Lakes  area  for  the  balance  of 
this  decade  Is  far  from  secure.    There  seems  little  basis  for  economic 
optimism.    This  stagnation  appears  to  be  a  foregone  conclusion  for 
this  decade  due  to  the  condition  ot  the  auto  a:*d  steel  industries. 
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The  reason*  are  straightforward— too  much  unionise  and  a  wage  a  true-  w 

ture  that  Is  significantly  out  of  line  with  the  rest  of  the  country. 

Simply  put,  the  $15-$17  prevailing  wage  rate  precludes  any  meaningful  ; 

economic  recovery  in  Ohio,  Illinois,  and  Michigan  until  this  issue  is  1 

addressed.    I  would  add  that  I  am  also  concerned  about  the  adverse  j 

consequences  of  this  economic  stagnation  for  the  region's  state  and 

rity  financial  systems. 

As  for  the  economic  outlook  for  the  High  Plains /West  Central 
states,  geographic  isolation  is  yow  barrier  to  progress.    The  Vest 
Coast  will  grow  vigorously— as  it  continues  to  benefit  from  the  most 
balanced  state  economy  in  the  United  States.    To  add  to  the  economic 
diversity,  California  will  be  the  first  minority/majority  state  by 
1990.    Unquestionably,  this  will  cb/iously  affect  the  political 
character  of  where  California  is  headed. 

The  New  England  area  has  undergone  a  profound  economic  revltali- 
zation.    During  1968-75  the  region  lost  252,000  manufacturing  jobs- 
one  in  five— and  almost  all  to  the  Sunbelt.    By  1975,  in 
Massachusetts,  with  5.6  million  people,  we  had  1,25  million  on  welfare 
and  a  15  percent  unemployment  rate.    By  1980  the  regional  econom;  h  A 
been  essentially  rebuilt,  and  rspid  economic  growth  was  widespread  and 
commonplace.    The  recovery  that  ensued  was  built  on  high-technolojy 
development.    F^om  1975  to  1980  the  region  gained  back  more  than 
225,000  manufacturing  jobs.    In  other  words,  we  were  losing  manufac- 
turing jobs  at  an  average  annual  rate  of  36,000  in  the  first  period 
and  gaining  them  back  at  an  average  annual  rate  of  44,000  in  the 
second.    Thst  is  Indeed  impressive  economic  recovery. 
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The  Mid-Atlantic  stttes  have  not  participated  in  this  revitallza- 
tlon  in  manufacturing.    During  that  first  period,  1968-75,  the 
Mid-Atlantic  states  lost  880,000  jobs.    Yet,  during  the  1975-80  period 
that  region  has  only  gained  back  80,000  nanufacturlng  jobs  or  10  per- 
cent of  the  jobs  that  were  lost*    Furthermore,  the  continuation  of 
high  manufacturing  costs  means  that  the  region's  outlook  lo  far  from 
secure* 

Three  Common  Developmental  Mistakes 

A  fundamental  working  knowleJge  of  these  economic  realitiea  is 
important  because  it  will  go  a  long  way  to  shape  and  constrain  the  en- 
vironment in  which  you  will  be  operating*    Now  I  want  to  point  out  the 
three  most  common  developmental  ml  a takes  that  I  believe  you  all  make 
in  dealing  with  the  business  and  banking  community*    These  are  viewa 
that  have  been  develorsd  from  more  than  a  decade  of  working  with  the 
business  community  and  trying  to  underatand  their  needs  for  new  facil- 
ity locations* 

The  first  developmental  mistake  is  not  understanding  the  nature 
of  business  demands  from  government  and  community  developers*  Busi- 
ness demands  are  very  simple;  first  and  foremost  is  the  desire  for 
nonunion! zed  labor  with  a  strong  motivation  to  work  at  a  competitive 
wage  (it  varies  from  industry  to  industry,  but  a  good  rule  of  thumb  is 
$7-$l0  an  hour)*    On  this  labor-market  issue  I  would  only  add  that  in 
interview  after  interview  in  urban  areas  throughout  the  country,  busi- 
nessmen have  repeatedly  told  me  that  they  would  prefer  to  operate  in 
areas  with  soft  labor  marketa  than  In  those  with  very  low 


|rST  COPY  AVAILABLE 


475 


18 


unemployment.  Their  rationale  for  this  view  la  that  toft  lsbor  Bar- 
kers allow  them  the  wiggle  room  to  take  care  of  the  surge  demand  for 
labor  as  their  product  demands  rise* 

If  there  Is  any  formal  occupstlonal  trslnlng  to  be  done,  business 
expects  the  federal  or  st*te  government  to  psy  for  it.    Some  state 
training  program*  have  worked  quite  well— the  South  Carolina  technical 
educational  program  is  a  case  in  point— and  the  CETA  Title  VII  program 
has  also  been  effective  over  most  parts  of  the  country.    And  looking 
ahead,  there  is  grest  hope  on  our  part  as  economists  working  with 
businesses  that  the  Job  Training  Partnership  Act  (J1PA)  will  be  even 
more  successful. 

In  addition  to  these  demands  businesses  also  wished  that  govern- 
ment would  simply  stop  meddling  in  their  affairs.    In  short,  business 
does  not  expect  government  to  do  very  *uch,    Ti=e  end  time  again,  I 
have  been  reminded  that  business  would  prefer  government  to  do  less 
rather  than  more  to  help  them.    Thus,  one  of  your  common  mistakes  is 
to  attempt  to  do  far  more  for  business  than  is  absolutely  necessary 
and  expected. 

In  their  dealings  with  government,  it  is  important  to  note  that 
business  prefers  first  to  deal  with  federal  government,  tecond  with 
local  government,  and  lastly  with  state  government.    The  lev*:  of 
government  that  businesses  sppear  to  be  least  comfortable  with  it 
state  government.    Thus,  we  may  conclude  that  business -governor 
relations  may  well  be  evolving  into  a  period  of  a  considerable  tension 
because  of  the  uhift  in  power  within  the  federal  system  as  President 
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Reagan's  New  Federalism  policies  increasingly  put  state  government  on 
center  stage.    In  buslnttses*  minds  the  New  Federalism  can  only  lead 
to  the  fragmentation  of  the  regulatory  system. 

As  a  direct  result  of  the  cuts  in  the  federal  grant-in-aid  pro- 
grans,  almost  all  of  the  states  today  are  facing  operatlcg  deficits. 
As  a  result,  there  will  be  a  major  round  of  state  tax  increaaea  in  the 
1980s  and  businesses  fear  they  will  be  asked  to  pay  for  moat  of  it. 
Thus,  it  is  obvious  that  the  states  that  manage  their  tax  policies  in 
the  mid-1980s  in  such  a  way  that  they  can  continue  to  stimulate  busi- 
ness investment  are  the  ones  that  will  achieve  higher  income  and 
employment  growth. 

Finally,  business  expects  so**  tax  incentives,  but  I  probably 
have  never  met  a  businessman  who  would  change  his  location  because  of 
a  tax  subsidy.    Basically,  the  business  community  does  nor  ^aacratsnd 
why  government  continues  to  push  so  many  tax  subsidies  as  the  prime 
means  to  achieve  community  development.    They  are  a  loss  to  the 
revenue  stream  of  the  community  and  the  atate  that  gives  them.  It 
really  mlsfocuses  what  is  central  to  the  business /government  dialogue ? 
which  is  the  availability  of  skilled  labor  at  a  competitive  wage.  And 
yet,  I  suspect  there  has  not  been  a  conference  on  community  economic 
development  in  the  United  States  in  the  last  30  years  that  did  not 
have  one  panel  on  the  role  of  tax  incentives  on  business  locatlonal 
decisions.    Tax  incentives  will  make  businessmen  feel  better  sfter 
they  have  located  in  a  community,  but  they  won't  get  them  there. 
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The  second  mistake  made  by  most  ecoaondc  develop?  opecialiata 
is  not  understanding  agglomeration  econondcs.    Hence,  *      #±cte  a  lot 
of  tine  chasing  industry  chat  you  will  not  attract.  Agglomeration 
simply  means  the  coming  together  of  a  wide  range  of  economic  snd 
financial  factors  that  work  favorably  to  produce  a  cost-effective 
investment  environment  for  special  industries*    The  ultimate  agglomer- 
ation now  is  in  Boston.    We  have  the  venture  capital  market,  aggres- 
sive banking,  toe  higher  educational  system — 65  colleges  and 
universities  in  the  greater  Boston  area  alone — to  produce  a  supply  of 
entrepreneurs,  sophisticated  machine  shops  and  finally  skilled  labor 
in  manufacturing*    These  are  the  factors  that  enabled  high  tech 
industries  to  be  created  and  thrive  in  New  England* 

Building  a  more  complete  under 8 tar Ung  of  agglomerations  should 
lead  to  a  sensible  program  to  identify  the  industry  backward  linkages 
to  support  your  primary  export-base  industries*    What  I  am  discussing 
here  is  especially  relevant  to  your  industrial  recruitment  efforts* 
To  be  more  specific,  once  you  have  selected  the  Industrie!  that  you 
feel  will  be  part  of  your  growth  sector — the  industries  from  which 
your  region/sub -region -rural  area  will  grow — It  is  now  possible  to 
determine  what  backward  industry  linkages  have  to  be  in  place  to 
insure  that  growth  will  take  place  in  an  orderly  process*    This  is  not 
a  hit  or  miss  basis*    We  think  it  is  managing  economic  growth  in  a 
rational  manner*    And  it  shows  the  highly  interconnected  nature  of 
industrial  growth* 
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The  third  ait t alee  Mde  by  most  development  specialists  it  their 
belief  that  Increased  ceplteX  availability  will  compensate  for  short- 
falls end  weaknesses  In  other  factors  of  production  such  as  market  ac- 
cess and  labor  availability.    I  have  never  fully  understood  why  devel- 
opmental specialists  feel  that  capital,  If  It  were  generously  avail- 
able, would  compensate  for  other  fectors  of  production.    I  assume  that 
you  think  capital  Is  the  factor  that  constrains  economic  development 
because  you  donft  understand  the  manner  In  which  capital  markets  per- 
form. 

Certainly,  we  can  all  agree  that  capital  Is  the  most  moUle  of 
all  factors  of  production.    Set,  I  never  cease  to  be  amazed  at  the 
extent  to  which  people  blame  capital  when  In  fact  It  Is  the  other  fac- 
tors, managefcjnt,  aggressiveness,  etc.  that  make  the  real  difference. 
In  reality,  capital  flows  to  profitable  business  projects—not  the 
other  way  around.    So  ay  advice  Is  to  concentrate  on  project  develop- 
ment and  then  see  how  often  the  capital  financing  takes  care  of 
Itself. 

Opportunities  In  the  Midwest  and  High  Plains 

I  believe  you  have  a  great  derl  of  opportunity  here.    The  work 
Dr.  Den  Stevens  (Regional  Science  Research  Institute)  has  done  with 
production  costs  shows  very  riearly  that  the  West  North  Central  region 
has  manufacturing  operating  costs  that  are  below  the  national  average, 
while  In  the  East  North  Central  region  (Michigan,  Illinois  and  Ohio) 
the  production  costs  are  well  above  those  of  other  regions.    My  point 
here  Is  that  there  are  significant  differences  in  costs  between 


best  cop*  mw\i 


479 


22 


your  two  regions  and  this  will  lead  Co  differential  (Manufacturing 
growth*    Wages  in  the  Great  Lakes  area  are  fully  7-8  percentage  points 
above  the  national  average  and,  as  previously  stated*  this  clearly 
makea  thla  region  unattractive  for  fresh  manufacturing  investment. 

On  the  other  hand,  the  High  Plains  area,  as  contrasted  with  the 
Great  Iakea  area,  has  a  very  promising  future  for  a  one  facility  loca- 


tion, both  for  manufacturing  and  administrative  offices.    The  Citibank 
operation  in  South  Dakota  underscores  this  point.  Administrative 
offices  can  now  be  placed  in  Isolated  locations  that  heretofore  were 
thought  of  as  largely  unattractive  for  economic  development.    And  when 
one  couples  this  reality  with  the  cost -cheapening  pull  into  these 
areas,  bualness  interest  becomes  quite  strong.    A  number  of  special 
factors  coue  into  plan  to  pull  business  to  these  areas.    First,  there 
is  a  favorable  supply  of  clerical  workers  in  those  areas.    Second,  ag- 
gregate bualness  costs  are  20  tj  30  percent  cheaper. 

The  push  out  of  large  cities  where  these  offices  presently  are 
located  is  due  by  and  large  to  the  deterioration  in  public  education. 
It  is  a  sorry  state  of  affairs  to  acknowledge  that  fully  two/thirds 
to  three /quart era  of  all  high  school  graduatea  that  come  into  our  bank 
for  Jobs  cannot  complete  the  employment  application  1    How  are  they 
going  to  hold  a  Job  that  requires  them  to  read,  let  alone  write,  when 
th^y  cannot  follow  basic  directions  or  make  the  simplest  mathematical 
calculations?    The  differential  quality  of  public  education  has  now 
become  a  major  factor  in  the  locatlonal  declalon  procesa. 
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For  technology-based  companies,  don't  confute  parenting  with 
■otherlng*    The  parents  of  the  high  tech  companies)  are  In 
Massachusetts  and  California.    That  is  where  we  have  agglomerations  to 
start  new  technology-baaed  companies*    During  the  1970s  roughly  two- 
thirds  of  all  the  venture  capital  investments  in  the  United  States 
were  in  these  two  states*    Your  region  simply  does  not  have  the 
comblnatlou  of.  factors  to  compete  with  the  starting  of  high-tech 
businesses*    But  you  can  mother  them*    I  submit  that  Is  really  what 
the  Research  Triangle  in  Kor*h  Carolina  has  learned  very  well;  namely, 
give  businesses  the  minimum  support  externalities  and  mother  them* 
Over  the  long  run  they  will  establish  operations  in  the  Research 
Triangle  and  they  will  stay  with  you* 

Conclusion 

What  has  impressed  me  the  most  in  my  cotmunity  economic  develop- 
ment work  is  the  role  which  attitude  pl*»ys  in  this  process*    I  know 
there  are  a  few  cities  that  have  had  very  limited  economic  futures* 
But  the  vast  majority  of  coaaunltle*  have  within  themselves  and  within 
their  grasp  a  considerable  capacity  to  develop.    It  is  attitude  that 
ultimately  makes  the  difference.    When  I  run  into  a  banker  who  boasts 
that  he  is  satisfying  all  of  hie  loan  commitments  to  take  care  of  all 
deals  that  cone  his  way  and  that  he  is  generating  economic  development 
—privately  I  don't  believe  him.    The  same  is  true  when  an  economic 
development  specialist  comes  to  me  and  tells  me  he  is  effectively 
accessing  all  the  UDAGe  he  needs  and  that  he  doesn't  need  any  more 
help.    I  don't  think  that  happens.    All  of  us  can  benefit  from  each 
other '8  experiences. 
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Over  the  ye»r»  at  I  have  worked  in  co ■■unity  economic  development 
two  factors  stand  out  as  particularly  important:    first,  attitude  is 
critical;  second,  the  most  effective  way  to  undertake  economic 
development  is  to  learn  from  others*  experiences;  that  is,  to  imitate 
others*  successes.    You  do  not  have  to  initiate  every  new  idea  that 
cones  down  the  pike  in  your  area* 

Finally,  I  have  never  seen  a  rural  area,  a  cluster  of  rural  coun- 
ties, or  a  city  in  America  that  failed  because  of  excessive  boldness. 
There  are  some  real  opportunities  in  this  part  of  the  country  if  you 
try  to  do  a  limited  number  of  thlngc  and  you  approach  them  with  the 
right  attitude. 
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SOCIODEMOGRAPHIC  TRENDS  AND  THEIR  IMPLICATIONS 
FOR  ECONOMIC  DEVELOPMENT 


David  L.  Brown* 


Introduction 

Rural  America  is  vastly  changed  from  the  recent  past.1  Three 
general  themes  characterise  this  chan6e:    (a)  rural  disadvantage,  as 
measured  by  population,  eaploymant,  and  income  growth,  is  substantial- 
ly reduced— in  fact,  eociodemographic  and  economic  growth  has  favored 
rural  areas  in  recent  years;  (b)  rural  sociodemographic  and  economic 
structure  has  cone  to  resemble  that  of  urban  areas;  and    (c)  relation- 
ships between  levels  of  government  are  changing  rapidly  with  a  decen- 
tralization of  responsibilities  to  smaller,  more  rural  communities. 
This  paper  reviews  changes  in  the  rural  environment  and  discusses 
implications  of  such  changes  for  preserving  the  quality  of  life.  A 
basic  theme  is  that  both  opportunities  and  problems  are  associated 
with  societal  transformation.    Successful  adaptation  depends  upon 

*David  L.  Brown  is  asaociate  director,  Economic  Development 
Division,  Economic  Research  Service,  U.S.  Department  of  Agriculture. 

*Rural  and  nonmetropolitan  are  used  interchangeably  in  the 
paper. 
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capable  institution*,  effective  mobilization  of  ell  community 
resources — human,  economic,  natural  end  institutional,  and 
research-based  information  provided  in  s  form  useful  to  rural  citizens 
snd  their  lesders  snd  decision  makers. 

Changed  Rural  Environment 

Demographic  Change:    Population  Decentrslizstion: 

For  the  first  time  In  this  century,  the  rate  of  population  growth 
of  nonmetropolitsn  sress  exceeds  that  of  their  metropolitan  counter- 
par  ta  (Table  1).    Between  1970  snd  1980,  nonmetropolitsn  counties  grew 
by  15.8  percent  compered  with  9.8  percent  for  SMSA  counties.  The 
reverse  was  true  during  the  1960-70  decade  when  metro  aress  grew  by 
17.0  percent  snd  their  nonmetro  hinterlands  by  only  4.4  percent.  The 
1970-80  nonmetro  growth  sdvsntsge  holds  in  remote  snd  completely  rural 
aress  ss  well  ss  in  areas  that  are  partly  urban  or  dominated  by  cities 
nearby.    Thia  dramatic  turnaround  ia  a  product  of  reduced  outmigrstion 
aa  well  as  of  increased  immigration. 

The  metropolitan -nonmetropolitaa  "turnaround"  is  better  under- 
stood in  the  context  of  two  other  decentralization  trends — continuing 
suburbanization  within  metropolitan  areas  themselves,  snd  regionsl 
redistribution  from  the  densely  populated  North  to  the  less  densely 
populated  South  and  Southwest.    Never  before  haa  the  American 
population  experienced  a  generalized  decentrslizstion  at  all  three 
levels.    Moreover,  numerous  other  highly  industrialized  snd  urbanized 
nations  are  currently  experiencing  population  decentralization. 
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Table  1.    Population  change  by  metropolitan  atatus  and  size  of  largest  city 


Population 


Characteristic 

Number 

Percentage  Change 

1980 

1970 

1960 

1970-80 

1960-70 

 Thousands — 

 Percent  

Total 

226,505 

203,301 

179,323 

11.4 

13.4 

Metropolitan1 
Nonmetropolitan 

163,503 
63,002 

148,877 
54,424 

127,191 
52,132 

9.8 
15.8 

17.0 
4.4 

Nonmetropolitan 
Adjacent  counties 
Nonadjacent  counties 

32,901 
30,101 

28,031 
26,394 

26,113 
26,019 

17.4 
14.0 

7.3 
1.4 

Nonadjacent  counties 
With  city  of  10,000  or  more3 
With  no  city  of  10,000 

13,642 
16,458 

11,910 
14,484 

11,132 
14,887 

i.4.5 
13.6 

7.0 
-2.7 

^Metropolitan  status  as  of  1974. 
Nonmetropolitan  counties  adjacent  to  Standard  Metropolitan  Statistical  Areas. 
Counties  with  a  city  of  10,000  or  more  population  in  1970. 

Source:    U.S.  Censuc  of  Population  of  1970  and  1980.    U.S.  Bureau  of  the  Census. 
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This  has  led  many  social  scientists  to  hypothesise  that  population 
de cent rsllzst Ion  Is  part  of  a  natural  process  of  advanced  societal 
development  snd  not  merely  the  result  of  isolated,  unique,  unrelated 
circumstances* 

Space  and  time  do  not  permit  a  full  discussion  of  the 
determinants  of  the  metro-tionmetro  turnaround*    The  reasons  for  the 
turnaround  are  diverse  snd  hard  to  generalise  over  the  entire  U.S. 
landscape,  but  some  root  causes  are  Identifiable:    (a)  mechanization 
and  organizational  chengee  In  agriculture,  (b)  Industrial  development, 
(c)  modernization  of  life  (including  transportation  snd 
cosmuni cation) ,  and  (d)  residential  preferences  of  the  population. 
These  factors  worked  to  the  disadvantage  of  rural  areas  for  most  of 
this  century.    However,  the  cumulative  effect  of  20  yeara  of  alow  but 
ateady  rural  change  has  narrowed  differences  between  urban  and  rural 
areas,  although  some  laportsnt  differences  persist. 

To  begin  with,  labor  supply  snd  demand  in  agriculture  have  come 
into  balance  and  the  potential  for  further  farm  outmlgratlon  as  s 
source  of  urban  growth  is  now  grestly  reduced.    Secondly,  the  economic 
baals  of  rural  life  has  diversified  with  trsde,  services  (including 
government),  and  manufacturing  being  the  primary  employers.  This 
transformation  of  the  rural  economy  has  retained  many  workers  in  rural 
areas  who  otherwise  might  have  migrated  to  city  joba,  and  it  has 
attracted  netro  area  workers  into  the  rural  workplace.    Thirdly,  the 
stereotype  of  rural  areas  <ri  backward  and  isolsted  is  no  longer 
accurate.    Electrification,  telephone  service,  all-weather  roads, 
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cable  TV,  and  ctntreliaed  water  and  sewer  tyitM  haw  gone  far  to 
modernize  rural  life.    Finally,  residential  praf trance  surveys  have 
deaonatrated  a  great  discontinuity  between  the  alia  of  current  place 
of  residence  of  aany  Americana  aod  the  else  of  the  place  they  prefer. 
Economic  diversification  and  community  modernlzetloa  haw  reduced 
atructural  conatralnta  and  consequently  aany  persona  have  saved  from 
urbsn  to  rural  srees,  or  they  are  remaining  there  to  begin  with. 

Thus>  the  decades -old  loss  of  rural  citizens  appease  to  be  over, 
but  it  oust  be  pointed  out  that  rural  Aaerica  la  too  diverse  for  this 
geuerelieed  aituation  to  fit  all  locales.    Over  450  nonmetropollten 
countlea  (about  one-fourth)  loat  population  during  1970  and  1980. 
Theie  counties  are  mainly  located  in  agricultural  areas  of  the  Great 
PI  sins  end  Corn  Belt.    In  most  cases,  currant  decline  la  a  continua- 
tion of  previous  lose  and  in  aany  esses  continuous  outmlgratlon  of 
younger  persons  has  led  to  a  distorted  age  structure  which  tends  to 
produce  sore  'lathe  than  births— natural  population  decrease. 

Economic  Change:    Industrial  Diversification 

The  industrial  adz  of  the  nonaetropolltan  labor  force  has  been 
substantially  altered  aa  a  result  of  algnif leant  increases  and 
decreaaea  in  various  induatrial  categories.    In  1820,  over  70  percent 
of  all  U.S.  workera  were  employed  in  agriculture.    One  hundred  years 
later  In  1920:  tbla  figure  had  declined  to  a  little  over  a  quarter  end 
by  1940  only  17  percent  of  the  labor  force  waa  in  farming.    By  1979, 
the  moat  inclusive  definition  of  agricultural  workera  (wags  and 
aalery,  self  -employed,  and  unpaid  family)  added  to  only  3.4  percent  of 
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Che  U.S.  workforce*    Indeed,  jvan  In  nonmetropoiitan  areas,  chic 
percentage  haa  declined  from  alios c  14  percent  in  1950  Co  8  percent  in 
1979*    In  contrast,  manufacturing  now  accounts  for  nearly  one  quarter 
of  all  nonmetro  workers,  crade  and  government  account  for  over 
one-sixth  of  Che  labor  force  each,  and  services  account  for  11*0 
percent* 

Importantly,  che  Induatrlal  profiles  of  metro  and  nonmeCro 
America  are  now  remarkably  similar*    Manufacturing,  conscrucclon, 
transportation,  Crade,  and  govemmenc  comprise  very  similar  shares  of 
boch  metro  and  nonmeCro  employment.    Services  and  finance  remain 
somewhat  higher  in  metro  counties  and  extractive  industries  are  still 
a  greacer  part  of  nonmeCro  employment.    (Table  2) 

Several  other  aspecc  of  nonmeCro  employment  differ  markedly  from 
anachronistic  stereotypes  or  Che  rural  economy  as  agrarian  dominated, 
slow  growing,  and  comprised  of  undersized  cas toffs  from  metropolitan 
centers.    Research  on  nonmeCro  manufacturing  acclvicy  Is  illustrative 
of  this  point*    Nonmetro  counties  gained  a  larger  share  of  Che 
nation's  manufacturing  employmenc  growth  during  1969-79  Chan  chelr 
metropolitan  counterparts.    Manufacturing  employmenc  Increased  1*5 
percent  annually  In  nonmeCro  areas,  while  remaining  unchanged  In  metro 
counties  (Blues cone,  1982)*    This  growth  appears  Co  have  been  accom- 
plished chrough  expansions  Co  already  existing  plants,  not  because 
firms  moved  Chelr  operations  Co  nonmeCro  counties  (Miller,  1980)* 
Moreover,  nonmetropollcan  counties  have  beneficed  from  a  broad  mix  of 
manufacturing  Industries,  not  merely  slow  growth  castoffs  from  large 
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Tsble  2.   Metro  and  Nonaetro  Kaploymant  by  Industry  Group,  anneal 
Average  1979 


Industry  Group 


Monastro  fletrcT 


TOTAL 

Wage  and  Salary  Workera 

Agric,  Foreatry  Flsheriee 

Mining 

Conatructloa 

IXirable  Menufscturing 

Nondurable  Manufacturing 

Transportation,  Coamunicetlon, 

Public  Utilities 
Wbolaaala  and  Retail  Trada 
Finance ,  Insursnce, 

Heal  Estate 
Private  Household 
Services 
Gove  meant 

Self  Kaployed  Workers 

Agriculture 
Monagrl culture 

Unpaid  Fesdly  Worker* 
Agriculture 
Nooagrl culture 


So.  {HQ 

ret. 

Ho.  {MO) 

fez. 

29,916 

100.0 

67,029 

100.0 

25,697 

85.9 

62,256 

92.9 

556 

3.0 

565 

•  8 

502 

1.7 

340 

.5 

1,505 

5.0 

3,107 

4.6 

3,685 

12.3 

9,443 

14.1 

3,089 

10.3 

5,421 

8.1 

1,405 

4.7 

3,884 

5.8 

4,778 

16.0 

12,770 

19.1 

998 

3.3 

A,20l 

6.3 

476 

1.6 

764 

1.1 

3,346 

U.2 

11,425 

17.0 

5,033 

16.8 

10,336 

15.4 

3,762 

12.6 

4,471 

6.7 

1,235 

4.1 

346 

.5 

2,527 

8.5 

4,126 

6.2 

457 

1.5 

301 

c 

. 

251 

.8 

53 

.1 

206 

.7 

249 

.4 

Source:    Current  Population  Survey,  U.S.  Bureau  of  the  Census. 
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metro  centers.    Another  aomewhat  counter -Intuitive  feet  about  nonmetro 
manufacturing  ia  that  Average  plant  alse  ia  large  in  x*oometro  areaa 
than  in  SHSA'a  (63  and  42  workera  respectively).    In  fact,  of  20  mejor 
manufacturing  industries,  13  had  larger  average  plant  sizes  in 
nonmetro  countiea  in  1976  (Blueatone  and  Will  isms,  1982). 

Of  courae,  dependence  on  agriculture  as  a  primary  source  of 
employment  and  family  Income  has  not  disappeared  from  the  American 
sc*ne.    airing  1975-77,  684  counties,  mostly  in  the  Corn  Belt  and 
Great  Plaina,  derived  at  leaat  20  percent  of  proprietors'  and  labor 
income  from  agriculture,    However,  over  2,000  auch  countiea, 
two-thirds  of  the  U.S.  total,  had  a  almllar  level  of  agricultural 
dependence  in  1950  (Hoppe,  1982).    And  farm  family  Income  la  nov 
typically  a  mixture  of  both  ferm  and  nonfarm  contributions.  Off-ferm 
work  is  more  prevalent  among  operators  of  amall  farms,  but  some 
operstors  of  all  alze  unite  report  off-farm  employment  (Carlin  and 
Ghefi,  1979).    (Fig-re  1) 

Income  Change:    leveling  of  Differences— Persistent  Gapa 

The  metro-.ionmetro  income  gap  has  been  substantially  reduced  from 
prevloua  decades  when  dramatic  differencea  in  socioeconomic  atatua 
were  a  root  cause  of  rursl  outmigration.    In  1950,  nonmetro  median 
family  income  waa  only  two-thirds  of  the  metro  median.    By  1980, 
median  family  income  had  increaaed  to  over  $18,000,  nearly  80  percent 
of  the  metropolitan  figure.    Moreover,  the  latest  U.S.  Census  showed 
that  the  number  of  nonmetropolitan  people  with  poverty  level  incomes 
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CONSISTENTLY  FARMING  AND  OVERSHADOWED  COUNTIES,  1975-77 


Figure  1. 


ComMtfitiy  ferminf  counties.  At  lust 
20  prctfrt  of  lofr*  aM  propittors' 
i*c«M  fr«i  firmtof. 

OttnMfftd  cotntits.  In  top  20  ptfcont 
of  U.S.  termini  coootios,  lit  firm  teomt 
mnhimi  By  Iftcomo  from  otlitr  soorcu. 
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declined  from  11.9  million  (19*2  percent)  In  the  1970  to  8.6  trillion 
(15*4  percent)  1980.    This  improved  situation  relates  to  increases  in 
educational  attainment  of  the  nonmetro  population,  industrial  growth 
and  diversification  described  earlier,  off -farm  employment  by  farm 
family  members,  increased  labor  force  participation  by  rural  women, 
and  reduced  discrimination  against  racial  minorities  (Brown  and 
O'Leary,  1979;  Brown,  1978;  Zuiches  and  Brown,  1978). 

Most  improvement  in  the  metro-nonmetro  income  gap  occurred  during 
the  1960s*    The  gap  has  remained  constant  at  about  2>25  percent  since 
then*    Moreover,  there  is  evidence  that  racial  differences  in  income 
continue  to  be  greater  in  less  urbanised  areas  (Brown,  1978),  and  that 
rural  areas  with  very  high  nJLnority  populations  have  not  shared 
equitably  in  rural  economic  growth  (Marshall,  1974).    Also,  data  from 
the  Current  Population  Survey  indicate  that  the  rate  of  increase  in 
the  female  labor  force  participation  rate  has  declined  in 
nonmetropolitan  areas  since  the  middle  1970s,  increasing  the 
metro -nonmetro  gap  in  participation,  and  reducing  the  growth  of  an 
important  component  of  total  family  income  in  nonmetro  counties 

(Schaub,  1980.)*    Another  indicator  of  the  persistent  gap  betveen 
metro  and  nonmetro  Income  is  the  fact  that  almost  all  of  the  poorest 
counties  in  the  U.S.  are  nonmetropolitan.    In  addition,  most  of  these 
poor  counties  have  been  in  the  lowest  income  category  continuously 
since  1950.    host  of  these  persistent  low  income  counties  are  located 
in  the  Southeast,  in  Appalachia,  and  in  the  Mississippi  Delta.  In 
these  cases,  the  condition  of  low  income  is  associated  with  a  high 
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percentage  of  minority  population,  or  white  Southern  Highlanders,  low 
levels  of  community  economic  development,  and  Inadequate  social  and 
physical  infrastructure. 

Government  transfer  programs  have  become  an  important  source  of 
income  in  both  metropolitan  and  nonmetropolitan  areas.    Were  it  not 
for  these  programs,  the  size  of  the  rural  poor  population  would  be 
almost  double  the  current  number  (Smeedlng,  1983).    Transfer  payments 
are  particularly  important  for  those  low  income  persons  who  suffer 
from  work-limiting  disabilities  or  who  are  Mtoo  old**  to  work.  Employ- 
ment growth  will  not  directly  ameliorate  the  economic  condition  of 
such  persons.    However,  an  often  neglected  fact  is  that  many  low 
income  nonmetropolitan  families  have  substantial  work  effort  but  are 
still  unable  to  earn  enough  to  rise  out  of  poverty..  In  1979,  almost  a 
quarter  of  nonmetro  poor  households  contained  at  least  one  full-time 
worker  and  a  third  of  all  poor  households  had  two  or  more  members  in 
the  workforce.    Labor  market  solutions  including  education,  training, 
and  upgrading  the  industrial  mix  of  employment  are  essential  for 
improving  fw      .onomic  condition  of  such  people. 

Governmental  Change:    Decentralization  of  Responsibilities 

The  Reagan  administration  proposes  to  decentralize  public  respon- 
sibilities to  lower  levels  of  governmnet.    Categorical  aid  programs, 
including  those  that  support  targeted  economic  development,  public  and 
private  infrastructure,  human  capital  development,  and  transfer  pay- 
ments to  individuals  and  families  are  under  review.    A  block  grant 
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approach  is  generally  favored  In  which  aid  Is  distributed  to  states  on 
a  formula  baais  for  use  in  broad  categories  of  activity  that  small 
cities  oust  find  new  vsys  to  meet  demand  for  public  services  and 
facilities.    This  is  further  complicated  by  a  socio-political  climate 
which  often  favors  constraints  on  local  taxation. 

Implications  of  Environmental  Change 

Opportunities  Associated  With  Environmental  Change 

Demographic  growth  and  economic  revltalltatlon  of  rural  America 
have  improved  its  human  and  economic  resource  baae.    The  characteris- 
tics of  nonmetro  in-  and  out  migration  are  similar,  but  the  inmigration 
stream  has  been  so  much  larger  during  the  1970s  and  of  such  higher 
status  than  the  indigenous  rural  population,  that  inmigration  has  con- 
tributed to  an  improvement  in  the  income,  educational,  and  occupa- 
tional levels  of  the  nonmetropolitan  population. 

This  improvement  is  especially  dramatic  when  conpared  with  the 
human  resource  loss  that  would  have  occurred  had  income,  education,  \ 
and  occupation -specific  migration  rates  of  previous  decadea  prevailed. 
For  example,  Zuiches  and  Brown  (1976)  demonstrated  that  between  1970 
and  1975,  nonmetropolitan  areas  gained  almost  700,000  adults  with  at 
least  a  completed  high  school  education.    Only  60,000  persons  with 
this  level  of  education  would  have  been  added  to  the  nonmetropolitan 
population  had  the  1965-70  education-s-  cific  rate  of  mobility  pre- 
vailed for  1970-75  (in  fact,  net  outmigration  of  college  graduates  was 
expected.)  t 
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Migration  of  older  persons,  particularly  retirees,  adds  to  the 
human  resource  base  in  rural  areas.    Older  persons  constituted  less 
than  one-fifth  of  all  net  migration  gains  in  nonnetro  areas  during 
1975-80,  but  older  migrants  tend  to  concentrate  in  specific  areas. 
Traditional  sun  belt  retirement  areas  are  typical  destinations,  but  so 
are  such  unlikely  areas  as  northern  Wisconsin,  Michigan,  and  the 
Ozarks. 

Inmigration  of  older  persons  can  place  substantial  new  demanda  on 
a  community's  ability  to  provide  essential  services,  but  it  also 
brings  benefits.    Many  retirees  are  relatively  young  (55-65  years),  in 
good  health,  and  highly  educated.    Many  come  with  a  lifetime  of 
experience  in  professional  and  technical  matters,  and  many  have  held 
responsible  leadership  positions  in  business  and  in  the  community. 
They  stimulate  the  economy,  bring  sources  of  income  with  them,  and 
thus  depend  less  on  employment  for  economic  support.    And,  retired 
persons  generally  have  ample  time  for  community  activities. 

The  benefits  of  economic  expansion  and  diversification  are  fairly 
evident — more  and  better  jobs,  increased  tax  revenues,  improved  base 
of  support  for  physical  infrastructure.    More  and  better  jobs  have 
attracted  migrants  and  have  helped  retain  longer-term  residents  who 
might  otherwise  have  moved  away.    Diversification  of  employment  helps 
to  guard  against  the  economic  vicissitudes  of  a  narrow  industrial 
base.    Diversification  has  also  probably  contributed  to  improved  rural 
inccae.    Recent  research  has  shovn  that  almost  one -third  of  the 
metro-nonmetro  salary  difference  for  men  was  due  to  the  different 
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occupatioLtl  mix  of  employment  in  similar  Industries  between  astro  and 
nonmefcro  r.reaa  (Nllsen,  1978)*    Woman's  employment  is  Important  In  and 
of  Itself  and  aa  a  contribution  to  total  family  income*    And  off -farm 
work  h*s  probsbly  stsblllsed  the  agricultural  economy,  permitting  some 
ferm  families  to  retain  their  agricultural  operation  a*v!  residence* 
One  can  only  speculate  about  the  benefits  associated  with  the 
"New  Federalism"  program  because  It  haa  yet  to  be  enacted  by  Congreee* 
The  expected  benefits  flow  from  a  philosophy  of  government  which 
places  the  responsibilities  for  meeting  basic  human  needa  at  the  local 
level.    Theoretically,  thia  will  lead  to  a  more  reaponalve 
government— community  needs  will  be  more  accurately  reflected  in  pro- 
gram! developed  and  adminiatered  at  the  local  level.    The  basic  theme 
Is  that  local  circumstsnces,  not  national  circumstances »  will  directly 
affect  an  individual's  life  chances*    Therefore,  amelioration  of 
social  problems  should  be  a  local  responsibility,  free  of  national 
mandates,  federal  regulations,  and  federal  standards ♦ 

Problems  Associated  With  Environmental  Change 

Demographic,  economic,  and  governmental  change  are  two-edged 
swords*    The  opportunities  enumerated  earlier  do  not  come  coat-free* 
Rapid  population  growth,  particularly  if  it  la  unanticipated  or  breaks 
with  past  trends,  can  create  severe  sdjustment  problems.  Populstlon 
change  has  a  broad  Impact  in  the  community,  but  its  effects  are  most 
directly  experienced  in  the  provision  of  services,  the  adequacy  of 
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community  facilities,  and  In  competition  for  natural  resource, 
especially  land  and  water. 

During  the  1970s,  migration  was  the  primary  determinant  of  dif- 
ferences between  areas  in  the  rate  of  population  growth*    The  commu- 
nity level  effects  of  migration  depend  on  its  net  direction  and  on 
its  socioeconomic  composition*    In  the  majority  of  nonmetropolltan 
counties,  net  immigration  has  been  the  case,  but  as  discussed  earlier, 
nearly  450  nonmetropolltan  counties  continued  to  lose  populaton 
through  migration*    rtorcwer,  the  composition  of  migration  streams 
differs  among  aress*    In  aome  places,  inmlgratlon  is  heavily 
concentrated  in  tae  older  groups  while  in  others  young  families  make 
up  the  bulk  of  newcomers*    (Figure  2) 

Changes  in  population  size  and  composition  have  a  direct  bearing 
on  the  demand  and  need  for  services,  facilities,  and  economic  oppor- 
tunities; and  varying  demographic  trends  place  distinctly  different 
pressures  on  the  community*    Communities  experiencing  net  Inmlgratlon 
can  expect  to  receive  a  larger  number  of  school  age  persons,  younger 
working  age  persons,  and,  in  some  Instances,  retired  persons*  Con- 
versely, communities  experiencing  net  outmigratlon  can  expect  to  lose 
younger  households  and  with  them,  numerous  school  and  working  age  per- 
sons*   They  can  expect  their  populations  to  become  relatively  older 
and  to  be  composed  of  smaller  households* 

As  a  consequence,  communities  experiencing  Inmlgratlon  will  be 
pressed  to  Increase  support  of  educational  resources  and  to  provide 
more  and  larger  housing  units,  water,  severe,  utilities,  and  other 
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Pigure  2.    Soae  alternative  outcoass  of  in-aigretion  and  out-aigretion. 
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services  associated  with  housing.    They  will  need  to  expand  their  eco- 
nomic base  to  provide  more  jobs  and  allied  manpower  services.  Compe- 
tition between  residential  and  other  users  (agriculture,  recreation) 
of  land  and  water  will  force  up  the  price  of  these  resources  aod  can 
be  a  potential  Issue  for  community  conflict. 

On  the  other  hand,  communities  that  are  losing  population  will 
have  a  reduced  need  for  educational  services,  new  housing  units,  and 
new  jobs.    However,  as  their  populations  age,  communities  may  face  an 
increased  demand  for  geriatric  health  services,  public  transportation, 
and  social  and  nutritional  services.    The  nature  of  existing  housing 
may  become  inappropriate;  smaller  units,  apartments  and  institutional 
housing  may  take  on  n\w  importance. 

Adjustments  to  population  change  are  not  automatic.    The  deci- 
sions to  provide  more  (or  fewer)  school  rooms  and  teachers,  more  miles 
of  sewer  pipe,  or  more  industrial  parks  do  not  flow  automatically  from 
the  mere  presence  of  more  (or  fewer)  school -age  children,  households, 
or  working  age  persons  in  the  conuunity.    Moreover,  the  timing  of 
adjustments  to  population  change  may  vary  among  impacted  communities. 
Consequently,  evaluating  the  adjustments  of  revenue  needs  and  revenue 
flows  to  support  needed  services  and  facilities  requires  an 
examination  of  the  time  path  with  which  each  grows  (or  declines)  (Fox 
and  Sullivan,  1979). 

The  impacts  of  population  change  are  mediated  by  local  institu- 
tions and  social  structure.    In  fact,  the  same  demographic  changes  may 
lead  to  distinctly  different  outcomes  in  various  communities,  There 
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is  a  great  variation  among  communities  in  the  capability  of  local 
government,  in  fiscal  capacity,  in  political  will  to  initiate  change 
or  adjuat  to  it,  and  in  the  presence,  organisation,  and  effectiveness 
of  nongovernmental  community  Institutions.    These  differences  can 
effect  community  response  to  social,  economic,  and  demographic  change. 
The  President's  New  Federalism  program  further  complicates  the 
picture— distributing  new  responsibilities  to  local  government  at  a 
time  when  many  are  struggling  to  carry  on  traditional  functions  in  the 
face  of  pressure  from  a  rapidly  changing  environment. 

At  the  National  Rural  Symposium  held  in  Kaclne ,  Wis.,  in  March 
1982,  local  government  officials  expressed  anxiety  over  their  ability 
to  compete  with  larger  citie*  for  state  assistance  in  the  new 
federal  -state  -l^cal  system.    Many  do  not  see  the  state  capital  as  any 
less  threatening  than  Washington,  D.C.    Many  rural  officials  were 
candidly  skeptical  about  the  level  of  professionalism  and  technical 
competence  in  rural  local  government,  about  its  organisational 
effectiveness,  and  about  its  ability  to  administer  current 
responsibilities  let  alone  new  programs  previously  managed  and 
financed  by  the  federal  government.    Many  officials  are  positively 
disposed  towerd  the  idea  of  new  federalism,  but  nonetheless  they  ere 
aware  that  adjustment  will  not  be  automatic  or  easy. 

Nothing  seems  more  counterintuitive  than  arguing  tbtt  there  ere 
problems  associated  with  economic  growth  and  di versification.    In  the 
rush  to  ettrect  new  Industry,  some  rural  communities  ha**-    ^rt gaged 
awey  a  large  part  of  their  economic  benefits.    This  is  particularly 
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true  In  instances  where  industries  were  given  tax  incentives  to  locate 
in  a  particular  town.    Ironically,  most  industrial  location  research 
shows  that  tax  incentives  are  not  particularly  effective  factors  in 
Industrial  location  decisions.    Tax  give-aways  are  largely  unneces- 
sary; they  substantially  reduce  the  community-level  economic  benefit 
of  having  the  plant,  and  they  can  raise  equity  Issues  witb  regard  to 
the  financing  of  public  infrastructure.    There  is  also  evidence  that 
some  rural  conaunltlea  are  attracting  noxious  industries,  degrading 
the  rural  environment  and  natural  resource -base  (Fox,  1982). 

Rural  Aaerica's  historical  concentration  in  agriculture  and 
extractive  industries  provided  a  Measure  of  protection  fro*  national 
economic  trends  for  rural  areas.    Host  rural  areas  fared  better  than 
their  urban  counterparts  during  recessionary  periods.    Now,  vith  a 
widened  economic  base,  rural  areas  are  feeling  the  full  brunt  of  the 
current  economic  downturn.    For  example,  unemployment  rates  which  have 
always  been  lower  in  rural  than  in  urban  areas  have  now  shot  ahead  in 
rural  areas.    There  is  no  question  that  the  full  force  of  the  current 
recession  is  being  felt  in  rural  America.    (Figures  3  and  4) 


N0NME7R0P0UTAN  COUNTIES  WITH  HIGH  UNEMPLOYMENT,  1980 


Figure  3. 
Source:  Bureau  of  libor  Statistics 
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Conclusion* 

Maintaining  the  quality  of  rural  lift  during  a  period  of  rapid 
environmental  change  la  a  aerloue  challensm  for  rural  communities.  We 
are  uaed  to  thinking  about  problems  asaoclated  with  population  and 
economic  decline,  but  rapid  unanticipated  growth  can  create  problems 
aa  well*    In  both  caae«f  local  luatltutlons  must  adapt  to  alterations 
In  the  else,  composition,  and  location  of  population  and  economic 
activity,  but  the  outcomes  of  growth  aud  decline  are  different  and 
different  adjustments  are  required* 

Such  sdjustments  are  not  an  autoestic  outcome  of  population  sad 
economic  change —the  impsct  is  mediated  by  local  Institutions 
(especially  governments)  and  social  structure.    Direraity  among  rural 
areaa  la  a  crucial  concept — **one  alee  fits  all"  type  programs  and 
policiea  are  generally  inappropriate  in  the  rural  context.    In  addi- 
tion, the  far-reaching  changes  in  intergovernmental  roles  snd  rela- 
tionships being  pursued  by  the  current  sdminlstrstlon  promise  to 
transform  -.he  sociopolitical  environment  within  which  rural  people  and 
coamunltlea  exint.    the  coincidence  between  socioeconomic  chsnge  on 
the  one  hand  snd  sociopolitical  change  on  the  other  must  be  considered 
If  the  quality  of  rursl  life  is  to  be  maintained  and  enhanced. 

All  rural  resources — human,  economic,  institutional,  snd 
natural --must  auat  be  identified  and  effectively  mobilised  to  meet  the 
challenge  of  cnange.    Small  cities  and  rural  areas  must  find  new  and 
innovative  ways  to  meet  changing  demands  for  public  services  snd 
facilities.    Economic,  nature),  and  human  resources  must  be  combined 
in  new  vaya  to  accomplish  community  gosls  snd  objectives. 
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Local  government  must  be  flexible  and  forward-looking*  Histor- 
ical characteristics  of  rural  governments  can  be  constrslning  of  this 
flexibility.    At  least  four  aspects  of  rural  government  have  histor- 
ically  constrained  its  ability  to  respond  to  changes  in  the  sociode- 
aographic  and  economic  environment — small  size  of  population  served, 
limited  fiscal  capacity,  internal  organisation  featuring  part-time 
officials  and  little  or  no  professional  stsff ,  and  political  and 
administrative  style  which  adheres  to  the  status  quo  at  almost  sny 
cost  (Brown,  1981,  USDA,  1981). 

Local  government  must  overcome  these  limiting  c'taracterlstlcs  if 
it  is  to  be  an  effective  participant  in  adjusting  to  environmental 
change.    Local  governments  must  innovate.    Some  examples  include:  use 
small  scale  technology,  adopt  public  pricing  (user  fees)  as  an  alter- 
native (or  supplement)  to  traditional  sources  of  revenue,  develop 
cooprative  arrangements  among  communities  (e.g.  joint  use  agreements 
or  mutual  aid  agreements),  contract  with  private  firms  to  provide  ser- 
vices, develop  joint  public-private  production  of  service,  annex  areas 
where  required  facilities  already  exist,  and  zone  to  control  growth 
and  maintain  the  natural  resource  base  (Bryce,  1982;  Coelen,  1981; 
Vehorn,  1981). 

The  political  feasibility  of  these  innovations  is  uncertain. 
Again,  it  is  important  to  point  out  rural  diversity.    What  works  in 
one  area  may  noc  make  economic  or  political  sense  in  another  locale. 
There  are  tradeoffs  between  substantive  Importance  (e.g.  perception  of 
a  problem  or  need),  economic  feasibility  (e.g.  adequate  revenue  to 
support  a  particular  service  when  it  is  needed),  and  political 
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tsblllty  (t.g.  the  proposed  program  is  scceptsble  to  the  community  ' 

a  ad  ita  political  actors).  The  probability  of  sociopolitical  or  eco-  ? 
noaic  innovations  to  sccommodste  to  environmental  change  is  probably 

quite  low  unless  there  is  a  positive  coincidence  aaong  these  three  *  4 

elementa.  ^ 

Research-based  infonsation  is  an  essential  ingredient  to  bringing  * 

x 

about  change.    Decision  makers,  elected  officials,  community  lesders,  '5 

and  other  change  agents  need  rellsble  and  accurate  Information  to  J 

define  the  paraaeters  of  a  problem,  to  identify  the  need  for  action,  \ 

to  develop  alternative  solutions,  and  evaluate  their  feaaibility  (both  ) 

economic  and  political).    They  need  reliable,  current  information  1 

which  focuses  on  local  situations  and  which  can  be  utilised  in  a  way  *<% 

that  is  intuitively  understandable.  Unfortunately,  such  information  7 
is  often  lacking.    The  vsgueness  of  current  information,  and  ita 

mixing  with  political  rhetoric,  promotes  public  misinformation,  4 

reduced  credibility  for  the  social  scientist,  and  leads  to  policies  "  } 
and  programs  which  are  often  inappropriate  and  ineffective.  The 
quality  of  rural  life  can  be  improved  though  the  application  of 

thoughtful  research-based  information  on  improvement  trends,  Issues,  ) 
and  problems. 
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ELEMENTS  OF  A  COMPREHENSIVE  COMMUNITY  ECONOMIC 
DEVELOPMENT  STRATEGY 


Glen  C.  Pulvcr* 


Improved  community  economic  well -being  as  measured  by  individual 
income  and  employment  is  of  concern  to  policy  makers  throughout  the 
United  States*    At  the  local,  state,  and  national  level,  public 
officials  are  of  necessity  attempting  to  outline  strategies  aimed  at 
optimizing  opportunities  for  community  economic  development.  Their 
efforts  are  intensified  in  periods  of  high  unemployment.  Locally 
industrial  development  organizations,  economic  development  committeea, 
business  groups,  and  government  officials  develop  industrial  parks, 
prepare  promotional  brochures,  and  sponsor  special  events  in  an  effort 
to  attract  more  income  and  employment  to  their  community.  State 
officials  employ  industrial  developers,  provide  special  tax  incen- 
tives, and  produce  tourism  promotional  materials  in  a  similar  effort. 
On  a  national  level ,  mechanisms  for  improving  both  individual  and 
community  income  and  employment  include  regional  development 

*Glen  C.  Pulver  is  professor  of  agricultural  economics, 
University  of  Wisconsin-Madison  and  Community  Development  Specialiat, 
University  of  Wisconsin-Extension. 
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districts,  direct  credit  or  loan  guarantees  to  business,  protective 
tariffs,  emergency  employment  programs,  and  asslstacce  to 
Individuals. 

The  current  economic  situation,  punctuated  by  relatively  high 
unemployment,  has  stlnulated  a  no  re  serious  look  «t  the  role  of  public 
governments  at  all  levels,  In  community  economic  development*  Oppo- 
nents of  public  involvement  argue  that  government  intervention  adds 
little  to  general  productivity  or  increaaed  employment  but  merely 
redistributes  economic  activity  from  one  geographic  area  to  another* 
They  suggest  that  the  entire  effort  Is  essentially  a  zero  sum  game, 
benefiting  one  group  of  people  at  the  expense  of  another*  Advocates 
of  government  Involvement  argue  that  public  Investment  can  be  used  to 
Increase  overall  economic  efficiency  by  increaalng  the  flow  of  infor- 
mation and  by  reducing  market  imperfections  which  inhibit  economic 
growth*    They  indicate  that  the  net  result  of  expenditures  for  infra- 
structure, promotion,  financial  assistance,  etc*  will  be  higher 
employment  and  income*    In  any  event,  if  the  hopes  of  the  advocates  of 
public  Involvement  are  to  be  realized,  a  number  of  fundamental  changes 
In  the  economic  structure  of  the  United  States  should  be  recognized* 

Structural  Changes  In  the  U*S*  Economy 

Rarely  are  public  investment*  in  economic  well-being  based  on 
comprehensive  analysis  ol  -he  opportunities  that  communities  have  for 
development*    Instead  most  are  connected  to  a  historic  preoccupation 
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with  gcods-producing  industries,  especially  natural  resource  exploita- 
tion end  manufacturing.    For  many  y&ars  manufacturing  has  been  viewed 
by  many  ss  the  most  effective  vehicle  for  creating  jobs  snd  providing 
s  long-term  basis  for  income  growth.    This  prcoccupstion  grows  out  of 
the  long-stsnding  belief  that  goods-producing  industries  are  the 
source  of  all  wealth  and  that  access  to  all  services  are  dependent 
upon  thea.    The  relative  well-being  therefore  of  any  community,  stste, 
or  nation  is  dependent  upon  its  ability  to  produce  and  export  goods. 
Ihis  siaplistic  spplication  of  export  base  theory  ia  of  Halted  rele- 
vance in  advanced  Interdependent  econoales  in  which  individuals  aake 
choice*  between  costly  life  insurance  programs,  complex  health  care, 
other  service,  and  goods  such  aa  coaputer  gates,  stereos,  and  recrea- 
tional vehicles.    Contemporary  community  economic  davelopaent  policy 
must  therefore  recognise  the  fundamental  roles  of  both  goods-producing 
and  nongoode -producing  industries  in  income  and  Job  generation. 

The  United  Statea  economy  has  changed  substantially  over  the  paat 
35  years.    In  1947,  employment  was  almoet  evenly  distributed  between 
the  goods-producing  snd  nongoods-producing  sectors.    By  1975,  the 
nongoods-producing  sector  had  increased  to  almost  two-thirds  of  total 
national  employment.    The  projection  for  1985  is  that  only  29  percent 
of  the  United  States  employment  will  be  in  goods-producing  industries. 
No  goods-producing  industries  ar*  among  the  industries  projected  to 
show  the  Isrgest  increase  in  sbioluce  number  of  jobs  between  1977  and 
1990.    Asong  the  induatriea  projected  to  grow  the  aost  are  retail 
trade,  health  care,  business  snd  professional  services,  wholesale 
trade,  snd  banking.    (See  Table  1) 
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TABLE  1.  INDUSTRIES  PROJECTED  TO  SHDW  LARGEST 
INCREASES  IN  NTKBER.  OF  JOBS  IK  U.S. ,  1977-1990 


Additional 


Industry  jobs 

(Thousands) 

Total,  10  Industries  16,712 

Retail  Trade  5,565 

State  and  Local  Government ,  Other 

Than  Education  2,148 

Miscellaneous  Business  Services  2,044 

Other  Medical  Services  1,801 

Hospitals  1,703 

Wholesale  Trade  897 

Banking  712 

Miscellaneous  Professional  Services  620 

Nonprofit  Organizations  609 

Doctors1  and  Dentists1  Services  607 

Total  Economy  24,900 

10  Industries  as  X  of  Additional  Jobs  In  Total  Economy       67.1 Z 


Source:    Bureau  of  I^bor  Statistic,  Enployaent  Projections  For  The 
1980s,  U.S.  Dept.  of  Labor  bulletin  2030  (1$79>,  pp.  32-33. 

There  is  little  doubt  that  goods -producing  Industries  will  play  a 
major  role  in  any  U.S.  or  state  development  scheme.    In  absolute  num- 
bers of  people  employed,  manufacturing  continues  to  be  one  of  the 
largest  industrial  groups.    As  a  matter  of  fact,  manufacturing  will 
continue  to  play  a  major  role  in  providing  jobs  to  a  high  percentage 
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of  communities.    Shifte  in  agriculture  production  and  natural  reaourca 
exploitation- will  ai,0  have  iaportant  impacts  (both  positive  and 
nagativa)  on  May  rural  communltlea.    Tha  development  of  coal  mining 
and  elactricai  anargy  gaoaration  in  tha  Dekotae  and  tha  aubaaquant 
changaa  in  nearly  conmunitee  serves  aa  an  excel It at  example.  Tha 
iaportant  point  la  that  although  expansion  of  tha  gooda -producing 
aactor  will  continue  to  be  a  part  of  any  economic  development 
strategy,  it  will  no  longer  be  the  dominant  force  that  it  once  vae. 
(See  Table  2) 

TABLE  2.    PROJECTED  TOTAL  EMPLOYMENT  BY  MAJOR  SECTOR  IN  U.S. 


(Thouaenda) 
1980               1  990 

Manufacturing 

21,492 

23,882 

Mining 

1,002 

1,072 

Construction 

5,087 

5,748 

Transportation*  Communications, 
Public  Utilities 

5,212 

5,658 

Trade  (Wholesale  &  Retail) 

23,351 

27,370 

Plnance,  Insurance,  and 
Real  Eatate 

5,312 

6,695 

Services  and  Mia^ellanvOua 

21,463 

28,049 

Government  (Civilian) 

15,868 

17,507 

Agriculture 

2,974 

2,634 

Total 

101,761 

118,615 

Source:    Bureau  of  Labor  Statistics,  Employment  Projection  For  Tha 
1980s,  U.S.  Dept.  of  Ubor  Bulletin  2030  (1$79>  p.  3z"  
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There  sre  two  fundamental  reasons  for  the  reduction  in  relstlve 
importance  of  goods-producing  industries  tie  a  source  of  employment  in 
the  United  States.    The  increased  efficiency  in  production  of  goods 
over  time  has  relessed  human  sod  other  resources  for  sppli cation  else- 
where in  the  economy.    The  percent sge  of  the  U.S.  work  force  required 
to  meet  the  country's  needs  for  food*  fiber*  minerals,  construction 
and  manufactured  goods  has  declined.    The  resultant  Increases  In  re&l 
wealth  have  allowed  individuals  to  demand  the  advantages  provided  by 
the  nongoods -producing  sector.    Health*  life,  and  retirement  Insurance 
have  become  an  essential  requirement  of  nearly  every  household.  The 
use  of  credit  cards*  personal  checking*  and  other  financial  services 
formerly  viewed  as  privileges  sre  increasingly  deemed  necessities. 
Opportunities  have  expanded  for  individual  mobility  and  recreation. 
Society  can  afford  to  provide  some  relief  from  the  stresses  of  unem- 
ployment, aging*  and  physical  handicap.    These  are  only  a  few  examples 
of  those  things  that  the  American  people  have  come  to  identify  aa  the 
essentials  of  life. 

The  second  major  reason  '2gv  the  decreasing  relative  importsnce  of 
goods  production  in  the  United  States  might  be  identified  as  a  change 
in  the  world  economic  structure.    In  recent  years*  jobs  in  the  manu- 
facturing sector  have  been  escaping  the  United  States  at  an  increasing 
rate.    (See  Peter  Prucker,  Managing  In  Turbulent  Times*  Harper  &  Row 
Publishers,  New  York,  1980  and  John  Kalsbltt*  Megatrends*  Warner 
Books,  Inc.,  Mew  York*  1982)    As  the  tasks  employed  in  a  specified 
manufacturing  Industry  become  more  standard! red,  and  the  technology 
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utilised  ages.,  firms  aaek  economic  climates  in  other  counties  which 
ere  more  fevoreble  et  leeet  In  the  short  run.    For  example,  en 
lncreeelngly  large  there  of  textiles,  leather  producte,  eteel,  auto- 
mob*  lee,  end  radio*  ere  produced  outside  of  the  United  Statee,  The 
United  States  ia  not  ept  to  regain  its  forser  ehere  of  theee  producte 
regerdleee  of  future  Increeeee  in  production  efficiency, 

Verleblee  Influencing  Employment  end  Income 

There  ie  e  growing  recognition  among  policy  mker*  that  the  eco- 
noaic  well-being  of  any  community  le  dependent  upon  e  wide  range  of 
induetrlee.    It  le  lncreeelngly  evident  that  changes  in  the  level  of 
employment  and  Incoae  in  e  cosaunity  ere  Influenced  by  five  inter- 
connected verleblee:    1)  the  migration  of  eaployere;  2)  the  change  in 
employment  aire  cf  <xieting  firms;  3)  the  birth  or  death  of  firms;  4) 
the  locetion  of  privets  expendlturee;  and  5)  public  expenditure  pat- 
terns.   Each  can  influence  employment  in  e  epecific  geogrephic  area  in 
a  positive  or  negative  menoer,    (See  Table  3) 

TABLE  3,    VARIABLES  INFLUENCING  EMPLOYMENT  AND  INCOME 


VARIABLES 
Migration  of  employers 


Change  in  size  of 
existing  firms 


Births  or  deaths 
of  flras 

Locetion  of 

p rivet e  expenditures 

Public  expenditure 
patterns 


POSITIVE 

firms  move  Into 
an  area 

Expansion  In 
number  of 
employees 

Firms  are 
etarted 

Goods  and  servicej 
are  purchaaed 
locally 

Public  expendlturee 
are  made  in 
an  area 


NEGATIVE 

Firm*  move  out 
of  an  area 

Contraction  in 
number  of 
employeee 

-     Fires  die 


Goods  and  aervicee 
are  purchased 
outride  of  aree 

Tax  payments 
ere  cent  out 
of  an  aree 
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Migration:    Recent  research  (See  David  Birch,  The  Job  Generatlou 
Process,  Cambridge,  KIT,  1979)  Indlcatea  that  there  la  little  migration 
of  the  entire  operations  of  business  firms  In  the  United  States.  The 
migration  of  employment  opportunities  which  tskes  plsce  within  the 
United  States  is  generally  in  the  form  of  new  branch  plants  of  firms 
which  do  not  change  headquarters  locations.    It  is  the  growth  oppor- 
tunities which  migrate.    Thia  represents  substantial  potential  for 
policy  manipulation  ana,  in  fact,  has    been  the  focus  of  most  state  and 
local  economy  development  strategies.    As  mentioned  earlier,  in  recent 
years  there  has  been  a  major  migration  of  Employment  growth  potential  to 
foreign  countries. 

Change  in  Site;    The  largest  source  of  employment  growth  In  most 
states  in  the  United  States  has  been  through  the  expansion  of  existing 
firms.    The  often  repeated  "80  percent  of  new  jobs  come  from  the  growth 
of  existing  firms"  is  perhaps  an  overstatement,  nonetheless  the  general 
statement  is  undoubtedly  true.    Armlngton  and  Odle  of  Brookings  found 
that  on  average,  each  percentaj*?  polnr.  of  net  employment  growth  is  the 
net  combination  of  1.1  percent  growth  <lue  to  births,  117  percent  due  to 
expansion,  1  percent  losa  due  to  deaths,  and  .8  percent  loss  due  to 
contractions.    (See  Catherine  Armlngton  and  Marjorle  Odle,  Sources  of 
Employment  Growth  1978-80,  Washington  D.C.,  Brookings,  May  1982)  Often 
neglected  is  the  fact  that  the  contraction  of  existing  firms  also  has  a 
major  effect  on  economic  well-being. 

Births  and  Deaths:    A  number  of  recent  studies  hsve  placed  great 
emphasis  on  the  importance  of  the  births  of  new  firms,  especially 
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••til  one*,  in  the  creation  of  job**    (See  Willi**  Scbweke  snd  Robert 
Friedman,  "The  Debate  Over  'Who  Generates  Job*?1"  Entrepreneurial 
Economy,  Washington  D.C.,  Corporation  for  Eaterpriae  Development, 
February  1983)  Brooking*  determined  that  41  percent  of  net  new  joba 
between  1978  and  1980  were  created  by  smell  independent  enterprises. 
Birch  etatea  that  79  percent  ere  created  by  thia  group  of 
estsbllshments.    The  debate  continuea  aa  to  who  la  correct*  Both 
agree  that  small  firms  are  major  contributes  to  the  loaa  of  joba 
through  firm  death*    It  la  dear  that  Independent  firm*  both  large  end 
email  are  major  contributor  to  employment  growth  through  birth  and 
expansion.    Small  independent  firm*  are  alao  major  contributor*  to  the 
development  of  new  high  technology.    Thia  introducea  another  element 
in  the  creation  of  a  comprehensive  economic  development  strategy. 

Private  Expenditures:    In  an  economic  ayatem  dominated  lergely  by 
private  enterprise,  consumers  and  induatrialiata  ere  free  to  purchaee 
goods  an  services  any  piece  they  choose.    The  location  of  their 
purchase  choice  has  a  direct  influence  on  the  employment  and  Income  in 
various  geographic  area.    If  they  scquire  e  share  of  their  needa  in 
coaoinities,  state  or  netions  other  than  their  own,  the  immediate 
consequence  is  che  loss  of  employment  end  income  opportunity  st  home. 
Obviously  not  everything  can  be  produced  in  every  community?  thus,  the 
nature  of  the  long-run  consequence  of  purchase  patterna  la  a  matter  of 
trade  balsnce.    Nonetheless  anything  that  can  be  done  to  cepture  the 
purcheses  of  local  citizens  and  firm*  aa  well  aa  those  from  outside  of 
the  comaunity,  which  produces  a  positive  trade  balance,  will  improve 
local  employment  end  income.    The  converse  is  equally  true. 
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Public  Expenditures;    The  fifth  variable  with  a  profound  influ- 

i 

ence  on  a  community »a  economic  well-being  «•  ychllc  expenditures*  la 
most  U.S.  communities,  Individuals  and  businesses  pay  a  wide  range  of 
taxes  much  of  which  goes  to  wider  governments  (county,  state,  and 
nation)*    A  significant  proportion  of  these  funds  are  used  to  aalntsln  f 
the  services  of  the  broader  governments  (e.g.  social  security, 
national  defenae,  highways,  universities)*    The  major  portion  of  the 
funds  are  expended  within  specific  communities  to  mtinliln  the  serv- 
ices*   Other  portions  are  returned  through  grants  etc*  for  community 
purposes*    Funds  which  are  returned  to  the  community,  either  directly 
by  government  expenditure,  or  by  grant  have  a  positive  effect  on  "4 

i 

employment  and  Income*    Communities,  which  have  net  fund  outflow  com-  * 
paring  taxes  and  local  expenditure  of  broader  governments,  lose 
employment  and  Income*    The  potential  effect  is  lsrge*    An  Indication 
of  this  Is  the  fact  that  government  employment  (including  federal, 
state,  and  local)  accounted  for  9*5  percent  of  U.S.  personal  Income  In 
1980*    Government  transfer  payments  sccounted  for  another  13*3  percent 
of  total  personal  income.    (Source:    Bureau  of  Economic  Analysis, 
Survey  of  Current  Business,  U*S*  Dept.  of  Commerce.  Vol.  6,  No.  7, 
July  1981)    Together  they  are  a  larger  source  of  personal  Income  than 
manufacturing* 

Fraoework  For  Policy  Development 

A  comprehensive  community  econocic  development  policy  at  the 
local,  state,  or  national  level  which  recognizes  the  Importance  of 
each  of  the  five  variables  require?,  a  proper  framework  for 
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actual! ration.    Policy  development  does  not  tske  place  In  a  vacuum. 
It  require*  proper  consideration  of  four  general  items:    1)  Valuea;  2) 
Goals;  3)  Resources;  and  4)  Options  In  thia  case  called  Varlablea 
Influencing  employment  and  Income. 

PICURE  1.    FRAMEWORK  FOR  POLICY  DEVELOPMENT 


Values 


Resources 


Individual 
Community 
State 
fetlon 


Varlablea  Influencing 
Employment  and  Income 


Goals 


Each  individual,  (community,  state,  nation)  brings  a  set  of 
values  to  community  economic  development  policy  making.    Two  dominant 
valuea  are  usually  considered  in  community  economic  deciaion  making: 
1)  Efficiency  calls  for  decisions  which  result  in  the  grestest  totsl 
product  for  the  cor ts  expeuded  and  2)  Equity  which  leads  to  decisions 
aimed  at  a  "fair"  distribution  of  costs  and  benefits.    Both  strongly 
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Influence  policy  choices.    Policy  making  also  requires  careful  analy- 
sis of  the  resources  which  are  available.    Goal  setting  Is  an  early 
task  In  policy  development*    It  Is  imperative  that  a  decision  Is  taken 
regarding  the  desired  outcomes  of  the  policy*    In  most  cases >  policy 
makers  have  a  wide  array  of  strategy  options  from  which  to  choose  in 
attempting  to  achieve  policy  goals*    This  clearly  applies  in  community 
economic  development* 

Community  Economic  Development  Strategies 

Tiie  strategies  which  are  chosen  by  policy  makers  will  vary 
depending  on  the  locus  of  policy  development*    They  will  vary 
depending    upon  the  area  of  coverage  (community,  state,  nation)  and  as 
Indicated  by  the  values,  resources,  and  goals    f  the  policymakers* 
The  following  tables  provide  examples  of  the  breadth  of  strategy 
choice  if  the  goals  of  the  policy  makers  are  increased  employment  and 
income*     (See  Tables  4,  5,  6,  7,  8,  and  9) 

The  primary  focus  of  the  strategies  identified  is  on  options  for 
community  action*    A  similar  list  could  be  developed  for  action  at  the 
state  &nd  national  level*    Public  governments  at  these  levels  have 
even  greater  action  latitude*    They  can  create  financial  institutions, 
direct  their  expenditures  to  target  geographic  area  and  cif.-r«n 
groups,  support  broader  promotion  and  management  education  efforts, 
modify  tax  environments,  and  a  host  of  other  options*    They  can  like- 
wise aim  their  actions  at  specific  variables  Influencing  employment 
and  income  as  is  seen  fit*    Comprehensive  community  economic  develop- 
ment policies  at  the  community,  state,  and  national  level  are  increas- 
ingly necessary  but,  as  of  this  point  in  time,  not  yet  a  reality* 


ERIC 


■or  copy  AVAILABLE 

522 


520 


63 


TABLE  4.    WHAT  A  COMMUNITY  CAN  TO  00 
TO  IMPROVE  EMPLOYMENT  AND  INCOME 


1.  Improve  efficiency  of  existing  fin* 

2.  Improve  ability  to  capture  dollars 
3*  Attract  new  basic  employers 

4*  Encourage  business  formation 

5*      Increase  aids  received  fro*  broader 
government  levels 


TABLE  5.    IMPROVE  EFFICIENCY  OF  EXISTING  FIttiS 


The  aore  efficient  existing  firms  are,  the  more  * 

competitive  they  can  be  in  regional,  state,  and  national 

markets  in  the  long  run  and  —  the  more  net  income  they  * 
can  return  to  the  community* 

What  can  be  done  — 


1.  Strengthen  management  capacities  of  existing  firms 
through  educational  programs* 

2.  Encourage  business  growth  through  indent if icstion  of 
capital  sources* 

3.  Increase  knowledge  of  new  technology  through  educational 
programs  in  science  and  engineering* 

A.      Aid  employers  in  improving  work  force  quality  through 
educational  programs,  employment  counseling,  *nd  social 
services* 

5.      Develop  community  and  regional  facilities  which  improve 
local  business  efficiency  and  sccess  to  nonlocal 
markets* 
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TABLE  6.     IMPROVE  ABILITY  TO  CAPTURE  DOLLARS 


Every  dollar  expended  within  the  community  for  retail, 
wholesale,  and  other  Industrial  Inputs  adds  to  the 
employment  and  Income  of  the  coanunlty. 

What  can  be  done  — 

1.  Identify  market  potential  of  retail  outlets  through 
survey  of  consumer  needs  and  buying  hablta* 

2.  Improve  share  of  retail  market  captured  through  downtown 
analysis  and  renewal.    Use  consumer  and  merchant 
surveys* 

3*      Aid  employers  In  developing  employee  training  programs 
to  Improve  quality  of  service* 

4*      Expand  purchases  by  nonlocal  people  (tourists, 

neighboring  citizens)  through  appropriate  advertising* 

S*      Encourage  local  citizens  and  businesses  to  buy  locally 
through  Informational  programs* 

6*      Collective  action  through  the  formation  of  organizations 
such  as  chambers  of  commerce* 
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TABLE  7.    ATTRACT  NEW  BASIC  BtPMYERS 


The  addition  of  new  basic  employers  to  a  co— unity  will 
add  employment  and  income  directly,    through  the  Multiplier 
effect,  other  Jobs  and  income  a»y  be  added*    Baalc  employers 

Include: 

A.  Manufacturing 

B.  Nonmanufacturlng  such  aa  tourist  attractions, 

Inciiriace  headquarters,  computer  services, 
wholesale  warehouses 

C.  Nonlocal  government 
What  can  be  done  — 

1*     Expedite  Introduction  of  new  employers  through 

development  of  local  industrial  sites,  public  services, 
potential  employee  information* 

2.     Develop  community  and  regional  facilities  necessary  to 
attract  new  employers,  e.g.,  transportation, 
recreational  facilities,  communications,  business  1 
services* 

3*     Encourage  collective  action  through  formalization  of 
organizations  such  as  industrial  development 
corporations* 

4.     Organize  community  capital  resources  to  assist  in 
attracting  new  business* 

5*     Identify  most  desired  type  of  employer  with  greatest 
potential,  through  research* 

6.     Identify  specific  public  programs,  projects,  offices, 
and/or  services  which  could  be  located  in  the  community 
and  help  organize  politically  to  secure  them* 
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TABLE  8.    ENCOURAGE  BUSINESS  FORMATION 


There  Is  a  continuing  need  for  new  businesses  to  aeet 
changing  needs  (growth  and  different  services,  etc.).    A  oow 
business  can  mean  new  income  and  employment.    It  can  mean  the 
capture  of  sales  which  otherwise  go  to  other  communities 

What  can  be  done  — 

1.  Encourage  Investment  of  private  funds  locally  through 
formation  of  capital  groups  and  by  other  educational 
programs, 

2.  Organize  community  capital  resources  to  assist  new 
business  formation 

3.  Identify  market  potential  for  new  retail,  wholesale,  and 
Input  providing  buslneses. 

4.  Organize  to  provide  Individual  counsel  and  Intensive 
education  for  those  Interested  In  forming  a  new 
business. 

5.  Provide  same  services  to  businesses  In  formation  as  to 
businesses  which  are  being  sought  from  outside  the 
community. 


TABLE  9.     INCREASE  AIDS  RECEIVED  PROM 
BROADER  GOVERNMENTS 


A  community  may  strive  to  reacquire  dollars  taxed  away 
by  broader  governmental  units  and  if  possible  acquire  dollars 
taxed  in  wealthier  communities. 

What  can  be  done  — 

1.  Insure  correct  use  of  public  assistance  programs  for  the 
elderly,  handicapped,  and  others  who  cannot  work  through 
organizations  of  educatioual  and  other  program  efforts. 

2.  Utilize  aids  from  broader  government  whenever  possible 
(e.g.,  streets,  parks)  through  activj  monitoring  and 
support  of  the  activities  of  local  officials. 

3.  Support  political  activities  to  insure  fair  treatment  of 
community  concerns  by  broader  governmental  units. 
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Summary 


This  is  an  exciting  Cine  Co  work  on  community  economic  develop- 
ment.   There  is  an  increasingly  widespread  interest  in  Che  need  Co 
generate  intelligent  community  economic  development  policy  aC  all 
levels.    The  intense  interest  is  undoubtedly  an  outgrowth  of  the  cur- 
rent concern  for  high  unemployment  and  reduced  incomes  of  many  persons 
In  the  United  States.    Nonetheless,  it  is  a  teachable  moment,  a  great 
opportunity  to  teach  and  to  learn. 

The  primary  point  is  the  Importance  of  developing  comprehensive 
community  economic  development  policies  appropriate  to  the  changing 
times.    The  goods -producing  sector  of  the  economy  is  of  declining 
relative  importance  in  the  formation  of  new  jobs.    The  greatest 
increase  in  U.S.  employment  over  the  next  few  years  will  be  in  the 
service-producing  industries.    It  Is  also  anticipated  that  small  inde- 
pendent enterprises  will  continue  to  be  the  major  zo»rzn  of  employ- 
ment.   This  will  come  both  from  new  formations  and  business  expan- 
sions.   An  equally  critical  element  is  the  growing  importance  of 
government  employment,  transfer  payments t  and  property  income  as 
sources  of  family  livelihood. 

Comprehensive  community  economic  development  policy  mist  appro- 
priately take  into  consideration  all  of  the  variables  influencing 
employment  and  income.    These  include  migration  of  employers,  changes 
in  size  of  existing  firms,  oirths  and  deaths  of  firms,  location  of 
private  expenditures,  and  public  expenditure  patterns.    Each  variable 
can  be  influenced  by  a  number  of  strategies.    There  is  much  yet  to  be 
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learned  about  the  precise  effect  of  each  strategy*    Nonetheless*  a 
relatively  clear  set  of  strategies  can  be  chosen  to  seat  desired  goals 
within  existing  co annuity  value  and  resource  conditions*    Now  la  a 
great  tine  to  join  with  concerned  others  In  turning  the  Idea  Into  a 
reality* 
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RECRUITING  IN  THE  80s  AND  90s 
John  A.  Quinn* 

Introduction 

Our  topic  is  recruiting  In  the  80s  and  90s.    But  the  question 
remains  recruiting  what  for  whom?    Several  suggestions  from  your 
program  conmittee  In  their  letter  to  me  provide  some  response  to  this 
question: 

"•••Review  what  we  know  about  Industrial  location  decision 
making*    We  are  more  Interested  Id  the  decision  making  than  location 
factors  •  •• 

" However ,  we  would  like  for  you  to  incorporate  the  location 
factors  affecting  nonmanufacturlng  business •••You  may  wish  to  contrast 
these  with  manufacturing  location  factors ••• 

"•••We  are  Interested  in  nonmetropolltan  communities,  hi-tech 
economy,  and,  finally,  Innovative  programs .M 

I  must  confess  I  was  most  taken  by  the  notation  of  the  location 
decision  making  process — I  intend  to  consider  that  process  in  the  next 

*John  A*  Quinn  is  associate  professor  of  agricultural  economics 
and  urban  and  regional  planning  at  the  University  of  Illinois, 
Urbana -Champaign,  Illinois* 
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few  minutes  sod  then  hopefully  provide  soae  useful  comments  oa  each  of 
the  suggested  points. 

Spas  Personal  Experiences 

As  we  begin  this  session  I  would  like  to  first  share  with  you  two 
recent  experiences  of  mine.    Sous  time  ago,  I  was  serving  on  ay  home- 
townfo  city  council*    I  live  In  Tuscola,  Illinois,  a  county  aeat,  s 
little  over  twenty  ailes  south  of  Cbaap&ign-Urban*.    TViscols  Is  soae 
thirty  alles  east  of  Decatur,  Illinois,  thus,  located  almost 


equl -distance  from  two  small  ald-stste  metropolitan  areas.    Cheat  ilgn 
has  the  university,  Decatur  has  Imke  Decatur*    Soae  two  alles  *est  of 
town  is  a  large  petro -chemical  coaplex.    It  Is  located  there  because 
two  major  cross-country  pipelines  meet  at  that  point.    The  prlaary 
production  facility  In  the  coaplex  Is  owned  snd  operated  by  USI 
(United  Ststes  Industrial  Chemicals).    There  are  the  usual  assortment 
of  auxiliary  or  support  operations  located  adjacent  to  the  coaplex.  A 
sstelllte  production  facility  In  the  coaplex  Is  owned  and  operated  by 
the  Cabot  Corporation  of  Boston.    This  facility  Is  at  present  the  sin- 
gle production  unit  for  one  division  of  Cabot— called  the  Cab-O-SU 
Division  Headquarters  out  of  the  corporate  headquarters.    But  If  out 
of  Boston,  to  where?    To  Central  Illinois,  of  course,  but  where  In 
Central  Illinois?    The  larger  questions  had  beea  answered  by  corportte 
management,  the  lesser  questions  were  lext  to  the  division  vice  presi- 
dent. 

tfhile  the  employment  figures  were  very  modest  for  the  head- 
quarters complement,  the  type  of  eaployee  and  sccoapanying  payrolls 
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were  not.    Additionally,  there  was  the  glaaour  and  aura  of  having  a 
division  headquarters  at  stake. 

Now,  It  so  happens  that  the  division  vice  president  had  at  one 
tine  been  the  plant  manager  at  the  Tuscola  plant.    During  his  tenure 
at  Tuscola,  he  had  lived  In  Decatur  and  still  had  many  friends  In  that 
city.    He  was  also  a  sailing  enthusiast.    You  can  Imagine  his  location 
decision. 

As  matters  worked  out — the  division  was  located  at  Tuscola  and  on 
land  already  owned  by  the  company  arid  adjacent  to  the  plant.  The 
incoming  engineers  all  located  In  Champaign,  the  vice  president 
located  In  Decatur  and  all  commute. 

The  final  site  selection  was  ultimately  made  by  corporate  manage- 
ment; renewing  my  faith  In  that  level  of  declalon  making. 

A  Second  Experience: 

About  two  years  ago  the  R.  R.  Donnelley  Corporation  In  Chicago 
announced  their  Interest  In  locating  a  printing  plant  In  Champaign 
County,    The  company  had  optioned  a  farm  and  desired  a  zoning  amend- 
ment from  agriculture  to  industrial  claseltlcatlon. 

Now  an  archaic  definition  of  Champaign  is  battleground;  and  that 
is  what  the  county  became  for  over  Vtv  >e  months.    What,  Intrigued  me, 
regardless  of  the  merits  of  either  side  of  the  dispute,  was  the 
strategy  employed.    My  faith  in  corporate  management  was  deeply  .haken 
as  event*  unfolded.    The  land  was  reroned,  but  the  company  did  not 
exercise  Its  option,  and  the  land  has  been  reroned  back  to  agricul- 
ture. 
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Answers  to  many  of  ay  question*  still  seta  to  elude  me.  How 
could  a  sophisticated  corporation  with  real  estate  all  over  the  coun- 
try get  into  such  a  bind — end  create  such  controversy?! 

The  Decision-Making  Process 

Host  businesses  plan  at  a  minimum  next  year's  budget.  Generally, 
the  larger  and  sore  capital  intensive  the  company  the  sore  formal  the 
planning  process— end  often  the  longer  the  tiae  frar*.    For  companies 
with  formal  planning,  four  to  five  year  planning  is  typical  with 
annual  updating.    Three  distinct  levels  of  this  process  can  be 
identified:    corporate,  facilities,  and  plant. 

Corporate  Level: 

An  important  part  of  corporate  level  planning,  Is  it  brings 
together  the  company 9s  marketing  or  sales  objectives,  strategies,  and 
forecasts  with  its  production  capabilities — arriving  at  some  consensus 
on  overall  company  goals  and  objectives  and  thus  achieving  some 
reasonable  balance  between  supply  and  anticipated  demand. 

It  is  often  at  this  level  that  the  need  for  production  capacity 
adjustments  are  recognized.    Short-range  adjustments  are  usually  the 
province  of  individual  facility  managers,  e.g.  changing  hours, 
providing  overtime,  adding  or  deleting  shifts,  adding  or  reducing 
workforce,  Inventory  adjustments,  or  subcontracting  extra  production. 

Longer  term  adjustments  become  part  of  the  corporate  decision 
making,  e.g.,  acquisitions  of  existing  companies,  equipment  and  tech- 
nology change,  on  site  permanent  expansions,  expansion  to  other  com- 
pany facilities,  and  relocation  decisions  are  often  made  in 
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combination  with  other  facilities,  or  the  building  of  new  facilities 
elsewhere* 

Decisions  to  change  capacity  consists  of  four  steps: 

1.  Recognizing  future  capacity  shortfalls  or  surpluses; 

2.  Options  or  alternatives — for  remedy,  both  short  tern  or  long 
term; 

3.  If  new — where — generally;  and 

4.  If  new—vhere— specif ically? 

Facilities  Level: 

In  some  large  companies  there  Is  a  facilities  plaualng  unit  con- 
tinually involved  in  the  capacity  change  procesa.    More  often,  how- 
ever, once  steps  one  and  two  above  have  been  completed,  a  special  com- 
mittee or  project  team  is  formed  to  cope  with  steps  three  and  four. 
The  new  facility  manager  is  often  s  member,  or  the  chair,  of  this 
group.     If  available,  corporate  staff  contribute  their  expertise  to 
the  proceedings. 

There  are  often  two  distinct  management  points  of  view  regarding 
expansion  of  facilities.    The  division  or  company  executive  will  usu- 
ally prefer  br0wnland  or  existing  facility  expansion.    It  spreads  and 
therefore  reduces  overhead  over  larger  outputs  (a  criteria  for  good 
managers);  costs,  acquisition  and  development  are  reduced;  permits 
(zoning,  building,  and  environmental)  are  usually  easier  to  get;  no 
search  efforts  are  required;  management  la  available  and  control  is 
more  direct;  ana"  there  is  no  separation  of  production  lines  or  product 
lines.    Corporste  management  ofcen  prefers  new  facilities  (greenland 
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sxpanslon)  to  utilise  new  technology,  avoid  labor  difficulties,  evold 

employment  of  too  Urge  a  percentage  of  the  local  workforce,  or  to 

avoid  overloads  on  facility  mansgement* 

In  reaolvlcg  theae  l*aues,  many  companies  foraulata  policies  la 

terse  of  a  facilities  strategy:    dear  atatemeots  of  a  fscillty's 

responsibilities  are  developed,  sometimes  called  charters,    there  sre: 

1*    Product-centered  fscllltles*    These  units  sre  usually  high 
volume,  very  vide  (often  national)  market  servicing,  labor 
rste  sensitive  and/or  location  specific  (food  processing, 
e.g.) 

2.    Market-centered  fscllltles «    These  units  sre  usually  trsns- 
portstlon  rste  sensitive  end  serve  specified  areas* 

3*    Process -centered  facllltea.    Theae  unite  apeclallse  end  sre 
highly  Integrsted  with  other  company  operations*  Theae 
fadlltlea  sre  often  clustered  in  s  region  to  reduce  costs  of 
moving  materials,  engineers,  and  managers  between 
fadlltlea. 

4.    General  purpose  facilities.    These  units  have  great  flexi- 
bility la  terms  of  company  capacity  needa. 

(Note  that  high-tech  facllltlea  usually  fall  into  categories 
one  or  three) 

There  are  closings  sl*ply  because  the  facility  cannot  be  renovat- 
ed or  renewed  In  a  coat -effective  way  for  the  owner  company*    In  other 
altuatlona,  the  locatlonal  dynamics  doom  the  fsclllty*    It  is 
interesting,  however,  to  wstch  how  the  renovstlon  snd  use  innovstlons 
in  the  Industry  Itself,  affect  the  reclaiming  some  of  these  obsolete 
structures* 
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Plant  level: 

We  are  now  ready  co  initiate  the  third  level  of  the  overall  plan- 
ning process— rhe  facility  project.    The  decision  having  been  reached 
to  build  a  new  facility  and  a  project  team  organized — the  first  step 
i3  to  gather  basic  information  concerning  the  new  facility  itself, 
such  ac,  product  lines  and  technology;  labor  force  needs;  size,  both 
square  footage  under  roof  and  acreage;  transportation  requirements; 
utilities;  and  interaction  with  othsr  company  facilities.  Company 
engineering  begins  the  design  work  and  is  available  later  to  inspect 
sites* 

Company  policy  and  past  experience  may  bear  heavily  at  this 
point.    A  oulti -facility  company  usually  already  knows  whether  it 
wants  to  locate  in  metropolitan  or  nonmetropolltan  areas,  whether  in 
an  industrial  park  or  on  a  separate  site,  and  finally  whether  it  will 
consider  an  existing  building  or  prefers  to  construct  a  new 
structure. 

There  are  usually  two  sets  of  criteria  developed — a  necessary  or 
must  list,  which  generally  is  controlling,  and  a  second  set  of 
desirables  or  wants.    Raw  reterlals  and  supplies,  labor,  transporta- 
tion, and  markets  usually  make  up  the  must  list.    Occasionally,  envi- 
ronmental considerations  play  an  important  part.    Community  aesthe- 
tics, quality  of  life,  etc.  are  prominent  in  the  desirables  or  wants 
list. 

At  thu-  point,  some  firms  who  maintain  land  banks  carefully 
screen  their  own  sites  and  some  firms  with  a  large  volume  of  site 
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information  from  previous  location  searches  will  review  that 
Information* 

The  project  team  now  begins  a  series  of  discreet  external  con- 
tacts*   State  development  agencies,  transportation  companies,  and/or 
utility  companies  often  furnish  potential  sift  data  based  on  Informa- 
tion provided  by  the  team*    Screening  and  filtering  of  potential  sites 
by  the  project  team  produces  a  list  of  possible  sites*    Now  community 
visitations  start  and  Che  list  narrows  to  probable  sites* 

At  this  point,  the  decision  is  reached — often  by  the  company  or 
division  executive*  An  option  is  usually  taken  on  the  site  selected 
and  detailed  site  analysis  begins* 

Funding 

Of  Importance  now  is  the  capital  appropriations  request  to  be 
forwarded  to  corporate  management  for  review  and  approval*    Of  some 
significance,  in  terms  of  formulating  and  championing  this  request,  is 
the  origin  of  the  initial  decision  to  build  a  new  facility*    At  what 
level  was  the  project  initiated?    If  a  division  or  company  executive 
originated  the  proposal,  It  falls  to  that  individual  to  convince  cor- 
porate management  of  the  merits  of  the  proposal,  often  in  competition 
with  other  such  proposals* 

If  the  corporate  staff  initiated  the  proposal,  the  process  prob- 
ably has  been  more  vigorously  pursued,  has  been  more  thorough  and  com- 
prehensive in  its  approach,  and  probably  has  resulted  in  a  more 
objective  decision*    The  larger  and  more  capital  intensive  the 
industry  the  more  likely  this  Jatter  approach*    Consumer-oriented  and 
entrepreneurial  organizations  tend  to  be  in  the  former  category* 


ERIC 


534 

77 

This  describes,  in  at  least  a  crude  fashion,  the  decision-making 
process.    Investigation  of  this  process  is  extremely  scarce,  there- 
fore, we  often  make  very  risky  assumptions  concerning  its  rigor, 
depth,  and  sophistication* 

Location  Factors 

Maurice  Fulton,  former  chairman  of  the  Fantus  Company  in  an 
address,  before  the  Southern  Industrial  Development  Council  last  Octo- 
ber, titled  "Changing  Plant  Location  Decisions'*  emphasized  five 
points: 

1*    The  Sunbelt -Frost be It  phenomena,  of  which  we  hear  so  much,  Is 
a  generality  that  needs  further  Investigation*    The  Charlotte, 
Orlando,  and  Dallas  prosperity  has  failed  to  penetrate  many  large 
parts  of  the  South  and  West.    At  over  14  percent,  Alabama's  unemploy- 
ment rate  is  higher  than  that  of  any  other  state  but  Michigan's  16 
percent.    Conversely,  vigorous  growth  Is  occurring  in  states  which  are 
neither  traditional  manufacturing  centers,  nor  part  of  the  Sunbelt, 
e.g.,  Kansas'  unemployment  rate  Is  5.1  percent,  Nebraska's  5.8 
percent. 

2.    There  are  five  broad  categories  which  represent  about  90  per- 
cent of  the  total  geographically  variable  cost  factors  associated  with 
a  typical  plant  location  decision.    These  are  labor,  transportation, 
utility,  taxes,  and  occupancy  costs.    There  are  substantial  changes 
taking  place  both  relatively  to  each  other  and  within  each.  Transpor- 
tation has  gone  up  dramatically,  labor  rates  are  stabilizing,  utili- 
ties are  up  and  evening  out  across  the  country,  business  climates 
among  the  states  have  stabilized  but  as  states  and  cities  bear 
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Increasing  social  costs,  pressure  will  grow  for  substantial  tax 
Increases,  and  finally,  occupancy  costs  have  Increased  faster  than  any 
of  the  other  costs  during  the  70s.    Of  these  costs,  Interest  rates  and 
construction  costs  will  probably  stabilise. 

Most  of  the  evidence  suggests  that,  from  a  cost  standpoint,  the 
regional  differentials  appear  to  be  narrowing. 

3.   A  third  but  significant  trend  is  the  increasing  attention  to 
the  noncost  factors.    The  "cheapest"  location  Is  not  necessarily  the 
optimum  location.    "Qiallty  of  life**  is  assuming  a  larger  share  of 
attention. 

A.    There  is  anticipated  to  be  serious  labor  shortages  as  this 
century  runs  out.    The  increasing  participation  by  worsen  has  shielded 
this  problem.  , 

5.    Grants,  subsidies,  and  inducements  will  become  major  loca- 
tlonal  criteria.    And  major  foreign  firms  will  be  strongly  competing 
In  this  arena.    The  Interest  In  enterprise  zones  and  free  trade  zones 
Illustrate  the  point. 

Mr.  Fulton  concludes  his  remarks: 

"The  classic  and  fundamental  criteria  of  plant  location  will  con- 
tinue to  apply  during  the  80s.    However,  few  decisions  will  be  made  or 
will  be  able  to  be  made — without  consideration  of  these  new  forces 
emerging  to  chape  this  country**  economic  geography. " 

The  Nonaanufacturlng/Service  Sector 

A  few  consents  seem  In  order  concerning  the  services  sector  of 
the  economy •    This  sector  Includes  a  large  variety  of  activities 
beginning  with  finance,  Insurance,  and  real  estate  but  also  Includes 
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hospitals  and  medical  fclllties,  government  and  schools,  research 
lnsltutions,  household  and  personal  services,  and,  of  course  whole- 
saling, retailing  and  the  hospitality  industry. 

Characteristics  of  the  sector  include:    labor-intensive  activi- 
ties, mostly  white  collar  occupations,  small  size  of  operations  and 
owner  noncorporate  operated,  a  high  percentage  of  women  and  older 
workers,  and  part-time  employment*    The  product  is  usually  intangible, 
not  inventoriable,  and  dependeuc  directly  on  the  consumer  who  is  often 
a  part  of  the  production  process.    There  is  very  low  unionization  but 
employment  generally  tends  to  be  stable. 

Two  problems  s^em  paramount:    one,  the  sheer  diversity  of  activi- 
ties in  this  sector  makes  generalizations  about  the  sector  almost 
impossible;  two,  management  skills  and  productivity  have  traditionally 
been  low.    It  is  in  these  factors  that  we  may  have  our  best  opportu- 
nity to  contribute  to  the  development  of  this  sector  of  our  communi- 
ties' economy. 

In  the  article  "Nonmanuf acturing  Business  as  a  Growth  Alternative 
in  Nonmetropolitan  Areas,"1  Smith  and  Pulver  concluded:  nonlocally 

owned  nonmanuf acturing  business— those  more  likely  to  be  exporters  

cited  labor,  market,  and  other  cost  factors  as  most  important  location 
factors.    The  similarity  between  manufacturing  and  nonmanufacturing 
location  factors  means  that  communities  do  not  have  to  make  major 
changes  in  preparation  if  they  decide  to  include  nonmanufacturing 
businesses  in  their  economic  and  Job  development  efforts. 


Journal  of  the  Community  Development  Society,  Vol.  12,  No.  1, 
1981,  pp.  33-47. 
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An  ad  placed  by  the  Illinois  Department  of  Business  and  Economic 

Development  In  a  bua loess  publication  drew  a  response  from  Dallas* 

Texas.    Because  that  Indication  of  Interest  was  followed  up 

aggressively,  450  new  jobs  were  created  when  a  new  distribution  center 

opened  In  Illinois.    An  executive  of  the  new  facility  commented: 

"From  a  distribution  point  of  view.  Champaign  was  the  most 
desirable  -  but  equally  Important  was  the  civic  atmosphere.  You 
have  a  very  progressive  community. . . 

A  business  decision  through  and  through ,  made  after  the  com- 
pany looked  at  potential  locations  In  three  states.    To  sum  It 
up,  the  mixture  was  the  most  attractive  we  could  find  anywhere. 
It  brought  us  to  the  county tM 

Market  penetration  Indicated  the  midwest,  Interstate  highway 
access  was  cont rolling,  and  the  community  qualities  finally  determined 
this  location  decision. 

This  sequence  is  probsbly  very  typical  of  the  nonmanufacturlng  - 
service  sector  in  location  decisions. 

Micro  Policy 

There  is  no  general  agreement  about  the  capability  of  rural  areas 
to  attract  growth,  especially  economic,  and  the  evidence  is  mixed.  We 
all  know  of  rural  communities  with  strong  lesdershlp,  perfect  timing, 
and  luck  that  have  sttracted  significant  job  generators.    The  question 
is:    Can  these  communities  be  emulated?    Can  they  serve  as  a  model  for 
others  to  follow?    Reproducing  that  leadership,  timing,  and  luck  Is 
unlikely  at  best.    Aside t  then,  from  these  unique  communities,  what 
rural  sreas  appear  to  have  the  best  chance  for  recruiting  new  firms? 
Investigation  of  this  question  is  just  gaining  a  good  start; 
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preliminarily,  it  appears  that  those  rural  counties  with  an  urban  cen- 
ter of  at  least  10-15,000  population,  or  more,  are  competing  rather 
well*    It  may  be,  at  least  from  a  (cost-effective)  development  program 
perspective,  that  emphasis  should  be  on  the  rural -urban  centered 
county*    The  appearance  of  newly  designated  small  SMSAs  each  decade 
would  seem  to  support  this  notion. 

High  Technology:    The  High  Fashion  and  Glamour  Sector  of  Industry 

A  technical  industry  is  defined  broadly  as  one  in  which  there  is 
a  high  degree  of  scientific  or  technological  knowledge  required  for 
performing  its  processes,  for  designing  its  products,  or  for  manufac- 
turing its  equipment*    Typical  technical  industries  include  petro- 
chemicals, electronics,  telecommunications,  aircraft  and  missiles,  and 
pharmaceuticals*    Examples  of  Standard  Industrials  Classification 
Numbers  would  be  357,  366,  367,  376,  and  381*    Companies  would  include 
Texas  Instruments,  Digital  Equipment  Corporation,  Motorola,  IBM, 
Burroughs,  Honeywell,  and  Hewlett-Packard* 

There  are  four  notable  areas  of  hi-tech  concentration — Silicon 
Valley  in  California,  Cambridge-Boston,  Massachusetts,  Charlotte  and 
the  Research  Triangle  in  North  Carolina,  and,  as  reported  in  the 
January  17th  issue  of  Business  Week,  the  Silicon  Mountains— the  150- 
mile  strip  from  Boulder — Fort  Collins  to  Colorado  Springs  via  Denver. 

This  same  Business  Week  article  has  two  additional  statements 
germain  to  our  consideration  here.    One,  the  Shearson/American  Express 
processing  center  with  1,200  employees  established  in  Utah,  is  a  prime 
example  of  service  sector  economic  development.    Two,  a  word  of 
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caution,  "isolated"  towns  populated  by  unskilled,  aenl -skilled,  and 
aging  wo  r Vers  offer  few  attractlona  for  high-tech  or  service-oriented 
companies* 

The  profile  of  high-tech  enterprises  la  no  secret.  These  enter- 
prises are: 

1*    Characterised  by  rapid  change  both  in  products  and  process; 

2.  Populated  by  a  high-skilled,  well-educated  corps  of 
scientists,  engineers,  and  technicians; 

3.  Generally  prefer  to  cluster;  and 

4.  Location-vise  are  footloose  but  with  an  emphasis  on  life 
quality  situations,  particularly  education  facilities. 

The  ease  week  that  Business  Week  issued  its  1983  Industry 
Outlooks ,  the  Christian  Science  Monitor  news  service  released  an 
article  titled  "Future  Job  Growth  in  U.S.:    It's  Not  in  High 
Technology. "    The  essence  of  this  article  is  that  demographic* 
indicate  the  job  growth  advance  will  be  in  (1)  those  occupations  that 
cater  to  the  over  35  aet  and  (2)  generally  in  service -oriented 
occupations:    accountants,  cashiers,  secretsries,  paralegal  aids, 
travel  agents,  etc. 

Having  said  all  this,  let's  return  to  ay  earlier  examples.  In 
the  divisional  headquarters  location --where  to  locate  specifically 
seemed  obvious — on  the  corporation's  own  property  adjacent  to  the  only 
producing  facility  of  the  division,  with  the  lew  costs  snd  familiarity 
of  established  operations. 

In  aany  ways  this  is  similar  to  hi-tech  venture  (and  also  with 
nonaanufscturing):  snail  numbers  of  engineers  snd  technical  people 
with  high  salaries  and  the  glamour.    The  people  commuting  once  again 
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displayed  the  stated  preference  for  a  larger  community,  the  engineers 
for  a  universty  and  the  division  VP  for  aesthetics* 

The  real  iupact  on  Tuscola  was  minimal.    The  headquarters  was 
located  outside  the  corporate  limit,  with  personnel  not  even  becoming 
residents*    Tuscola's  economic  base  remains  essentially  service  to 
agriculture,  plus  regional  retailing  and  government* 

In  the  printing  firm  location  all  the  typical  characteristics  are 
there  especially  for  a  mature  product -oriented  plant*    They  are  a 
rural  location,  with  non-union  labor,  on  a  remote  and  separate  site* 
As  near  as  T  san  determine,  only  the  nonrural  nature  of  the  county 
board's  composition  had  been  overlooked* 

Innovative  Programs 

There  is  probably  no  part  of  the  country  that  has  pursued  indus- 
trialization longer  or  more  aggressively  than  those  states  from 
Virginia  to  Florida  and  west  to  Oklahoma,  essentially  now  described  as 
the  Sunbelt*    Innovation,  imagination,  and  persistence  have  been  hall- 
rc^rks  of  these  states'  efforts  to  attract  jobs  for  their  citizens* 
From  Mississippi's  Balance  Agriculture  With  Industry  (BAWI)  Program  in 
the  1930s  to  North  Carolina's  development  of  the  Research  Triangle  in 
the  1950s,  leading  citizens  including  governors  have  devoted 
incredible  energy  and  resources  to  expanding  the  states'  economies* 
Free  sites,  buildings,  worker  training,  tax  relief,  and  a  variety  of 
financial  incentives  have  been  packaged  to  promote  the  various  states 
and  their  communities*    Industrial  parky  with  infrastructure  and 
amenities  provi  o  ,  are  common.    The  success  examples  are  plentiful* 
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Yet  the  evidence  Is  nixed.    There  are,  of  course,  the  failures 
that  do  one  talks  about*    There  are  also  soae  aerlous  questions  con- 
cerning the  environment ;  there  are  also  soae  nore  fundamental  ques- 
tions being  posed  aa  to  results. 

It  seeas  quite  clear  the  South  as  a  region  generally  adopted  a 
strategy  for  industrializing  the  South  that  we  would  entitle  ** Place 
Prosperity"  aa  formulated  by  Tweeten  and  Brlnkaan*  Savannah* 
Spartanburg*  Hunts ville*  and  Orlando  are  striking  examples  of  this 
theory  in  action* 

In  1975*  the  Fantas  Company  developed  a  list  of  criteria  by  which 
the  state  business  climate  could  be  ranked  including:  corporate* 
property*  Income  and  unemployment  tax  ratea*  workmen's  compensation 
payments*  welfare  expenditures*  labor  relations  history*  snd 
pro-nsnagement  labor  laws*    All  (15),  except  California*  of  the  Sun- 
belt states  were  in  the  top  half;  eight  were  in  the  top  twelve* 
Interestingly*  seven  of  the  North  Central  states  were  in  the  top 
twenty* 

Yet  »  a  study  by  the  Midwest'  Research  Institute  of  Kansas  City  in 
the  same  year  ranked  the  13  southern  states  from  thirty-fourth  to 
fiftieth  in  a  quality  of  life  ranking*    Certainly  a  paradox  given  the 
claims  of  success* 

Too  often  a  community  adopts  tactics  used  by  other  "successful H 
communities  regardless  of  appropriateness  and  without  a  unifying 
strategy*    Here,  too*  we  might  contribute  significantly  to  local 
efforts  by  providing  assistance  in  integrating  a  comprehensive 
approach  to  development* 
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Recrtltlng 

Finally  I  should  like  to  consider,  for  the  moment,  recruiting  end 
professionalism.    The  odds  against  a  successful  economic  development 
program  are  large  but  not  insurmountable.    As  with  any  group  endeavor 
it  takes  team  work  and  organisation.    It  takes  s  variety  of  indivi- 
duals contributing  to  common,  well-conceived,  realistic  goals  and 
objectives* 

For  those  of  us  outside  the  community  who  wish  to  participate  in 
the  process,  we  need  to  recognise  and  Join  with  the  "other"  profes- 
sionals engaged  in  economic  development  activities.    To  begin  with  we 
should  belong  to  our  own  state's  professional  development 
organisation— and  most  states  have  them. 

We  might  also  consider  their  regional  organisations— In  our  case, 
*he  Mid-Aaerica  Economic  Development  Council  (MAS DC).    Further,  we 
should  establish  some  relationship  with  their  national  organisation, 
the  Anerican  Economic  Development  Council  (AEDC).    There  are*  of 
course,  others  but  these  are  mainstream.    If  these  organisations  axe 
new  to  you,  they  should  not_  be!    Each  of  them  sponsor  meetings  and 
educational  programs  that  I  feel  would  be  of  value  to  you.    And  I 
think  you  have  something  to  contribute  to  their  programs. 

It  is  interesting  that  we  have  gone  through  thia  procesa  with  the 
urban  and  regional  planners.    Increasingly  we  find  planners  on  our 
staffs.    I  frankly  think  we  will  have  to  do  the  same  with  the  profes- 
sional developers.    I  expect  to  see  Certified  Economic  Developers 
(CED)  soon  on  our  staffs.    This  is  not  to  downgrade  our  own  past  and 
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present  efforts  to  assist  our  rural  communities.    It  Is  simply  the 
nature  of  our  own  service  to  expand  Into  new  areas  of  activities,  and 
to  add  staff  capabilities  to  support  these  efforts. 

Probably  the  single  key  organization  for  economic  development  in 
a  state  is  the  state  agency  chained  with  this  responsibility.  Its 
resources,  staffing  and  budget,  and  programs  reflect  the  state's 
seriousness  in  both  protecting  and  nurturing  the  state's  economy.  We 
should  be  working  closely  with  this  agency  in  research,  in  educational 
programs,  and  In  community  contracts.    And  we  should  be  using  what 
Influence  we  may  have  to  encourage  professionalism  in  this  agency. 

Conclusion 

If  we  are  seriously  Interested  in  the  nonmanuf acturing/s^rvice 
sector  of  our  mlcropolltan  communities'  economies,  I  have  suggested  at 
least  two  activities  in  which  we  could  probably  be  most  helpful:  one, 
the  formulation  of  an  appropriate  development  strategy,  the  unifying 
concept  within  which  operational  tactics  take  place  and  which  require* 
a  closer  working/ongoing  relationship  with  the  economic  development 
professionals.    This  relies  on  our  public  policy  experience.    Two,  the 
improvement  of  managemeit  and  of  labor  productivity  within  the  service 
secto/,  activities  for  which  extension  takes  great  satisfaction  foi 
its  accomplishments  In  the  agricultural  sector. 

By  relying  upon  our  demonstrated  strengths,  we  can  meaningfully 
participate  In  the  area, "Recruiting  in  the  80s  and  90s  -  For  Community 
Economic  Developing. H 
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RETENTION  AND  EXPANSION:    THE  OVERIXX)KED  POTENTIAL 
Sam  Crawford* 

I  live  in  southeast  Ohio  in  a  very  rural  paiC  cf  a  county.  Some 
tine  ago  I  visited  one  of  my  neighbors.    As  I  drove  in  the  lane,  I  saw 
him  out  by  the  barn.     I  asked  him  what  he  was  doing.    He  told  me  he 
was  jacking  up  the  bam  because  his  mule  kept  bumping  its  ears  on  the 
top  of  the  door.    I  asked  him  why  he  didn't  just  dig  out  under  the 
door.    He  told  me  that  the  feet  were  not  the  problem,  it  was  the  ears 
that  were  the  problem.    My  daughter  suggested  that  he  should  just  make 
the  door  higher. 

The  point  I  hope  this  story  makes  is  that  there  is  more  than  one 
way  to  solve  a  problem.    Some  are  just  easier,  qcicker,  and  cheaper. 
The  same  goes  with  economic  development  programs. 

The  goals  of  this  three-day  conference  are  to  inform  the  partici- 
pants— "how  to  implement  an  extension  program  and  provide  some 
research  needs  for  the  1980s"  in  economic  development.    My  part  of  the 
program  is  to  talk  about  the  "overlooked  potential  -  retention  and 

*Sam  Crawford  is  Area  Extension  Agent,  Community  and  Natural 
Resource  Development,  The  Ohio  State  University,  Cooperative  Extension 
Service. 
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expansion  of  existing  fir**."   Another  ten  needs  to  be  edded  -  reten- 
tion, expansion,  end  creetlon  of  local  fin*.    Albert  Shapero  will 
talk  about  "Stlwulstlng  New  Bualneaa  Formation"  later  today,  but  I 
would  like  to  touch  upon  At  la  my  presentation. 

My  approach  will  Include  a  lot  of  sxsmples.    we  all  know  anything 
can  be  proven  by  aowe  examples,  or,  depending  on  our  point  of  view, 
nothing  can  really  be  proven  by  laolated  examples.    Hopefully,  how- 
ever, I  will  furntah  aowe  "seeds"  that  you  will  be  able  to  -plant* 
when  you  return  home, 

Theodore  Roosevelt  once  said,  "...do  what  you  can  with  what  you 
have,  where  you  are.-    That  la  what  retention,  expenelon,  sod  creation 
of  local  firms  la  all  about— working  with  what  you  have. 

Some  Kxaaplea  of  Local  Entreprenuera 

I  would  like  to  start  by  telling  you  a  few  seemingly  unrelsted 
stories.  These  stories,  or  examplee,  will  hopefully  lead  us  to  the 
goala  of  the  conference. 

A  few  years  ago  our  director  gave  a  talk  in  aoutheaatern  Ohio  on 
the  economic  opportunity  in  agriculture.    He  talked  about  toastoes, 
grspes,  spplea,  llveetock,  mushrooms,  and  other  aubjecta.    for  some 
reason  a  local  plumbing  contcsctor  picked  up  on  mushrooms.    &  Ulked 
to  the  director  and  some  of  our  speclsllsts.    He  vlalted  some  existing 
plenty  Investlgsted  markets  and  financing,  and  made  the  decision  to 
grow  mushrooms. 

A  few  yesrs  leter  he  sold  the  mushroom  plsnt  to  Ceapbell  fs  Soup 
Company.    Csapbell 'a  expanded  the  operation  and  now  there  are  300  peo- 
ple working  at  the  plant. 
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Another  entrepreneur,  in  the  sane  county,  declared  bankruptcy 
about  six  years  ago.    He  owned  a  furniture  upholstery  business  that 
just  could  not  attract  enough  customers.    He  decided  to  teach  others 
how  to  upholster  furniture.    At  one  of  his  classes,  a  lady  asked  him 
if  he  would  upholster  their  church  pews.    He  turned  her  down  because 
he  went  broke  with  that  type  of  work  once.    Not  long  after  that  he 
visited  a  church  furnishings  company  and  asked  them  about  upholsterei 
pews.    They  told  hi  a  it  had  been  done  and  explained  the  process.  He 
then  decided  to  do  the  church.    Today  he  has  a  growing  nationwide 
business.    He  flies  three  planes  out  of  the  local  airport  to  conduct 
the  buslnesa. 

In  the  same  county  another  entrepreneur  started  an  Oriental  foods 
plant  in  the  mid  1960s.    A  few  years  later  he  sold  it  and  started 
another  very  successful  business  out  of  state.    He  moved  his  operation 
back  last  year  and  now  employs  between  1,000-1,300  people.    His  name 
is  Jeno  Pauluccl  of  Jeno's  Pizza  fame. 

In  a  neighboring  county,  a  young  man  started  very  small,  making 
banjos.    He  now  has  a  nationwide  mail  order  business  selling  banjos 
and  banjo  kits. 

In  another  adjacent  county  a  local  entrepreneur  bought  a  dump 
truck  a  rew  years  ago.    He  is  now  a  major  employer  with  a  large  strip 
mine  and  farm  operation. 

One  more  example.    A  few  years  ago  a  small  farmer  started  to  sell 
sausage,  then  he  started  a  restaurant.    He  now  has  a 
multi -million -dollar  business  selling  sausage  and  has  restaurants  from 
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Georgia  to  Illinois  to  New  York.  His  name  is  Bob  Evans.  Sobs  of  you 
from  further  east  probably  recognize  the  name. 

What's  the  point  of  all  these  examples?    Within  a  fifty-mile 
radius  a  few  entrepreneurs  created  hundreds  of  jobs.    In  most  cases, 
they  were  local  people  using  local  resources* 

Some  Examples  of  Supporting  Local  Businesses 

Ut's  take  a  different  approach*    In  a  small  city  in  northern 
Ohio  a  whole  downtown  area  was  restored  to  its  original  Victorian 
style  by  a  local  volunteer  group  and  merchants.    No  federal  or  state 
funds  were  used.    This  city,  Hedina,  Ohio,  has  drawn  national  atten- 
tion from  its  results.    The  downtown  area  is  busy  and  they  do  have  a 
shopping  center  at  the  edge  of  town.    The  same  city  had  a  few  key 
influential  who  organized  an  industrial  park  which  houses  a  number  of 
locally  owned  firms  plus  immigrant  firms. 

A  group  of  volunteers  formed  an  economic  development  team  in 
London,  Ohio.    In  addition  to  traditional  economic  development 
programs  this  group  formed  a  visitation  team  to  work  with  existing 
firms. 

In  Athens,  Ohio,  a  local  economic  development  team  was  formed. 
They,  too,  formed  a  visitation  team.    They  worked  extensively  with 
local  investors  to  purchase  a  bias  tire  plant  that  had  gone  out  of 
business.    They  have  also  formed  a  labor  management  team  to  work  with 
business  and  unions. 

Again,  what's  the  point?    Some  communities  organize  and  make 
things  happen.    Lacal  people  working  with  local  resources,  both  human 
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Extent  log  Programs  for  Communities  and  Buslnpseg 

We  In  Extension  work  have  the  "know-how"  to  conduct  programs  to 
assist  both  communities  and  businesses  *    Notice  I  said  communities  and 
businesses,  because  there  are  two  different  appraches  we  need  to  look 
at. 

Communities: 

Let's  first  discuss  community  programs*    We  need  to  help  them 
Identify  problems,  to  organize,  and  then  to  look  at  alternative  solu- 
tions*   We  have  been  doing  this  for  years.    We  have  the  know-how  and 
experience* 

In  Ohio  we  have  published  a  bulletin  titled  Economic  Development 
Through  Retention,  Expansion  and  Creation  of  Local  Firms*1  The 
bulletin  is  a  "cook-book,  how-to"  publication  for  local  community 
groups  to  use  In  their  economic  development  program*    We  have  also 
developed  a  slide  set  and  script  on  retention  and  expansion  that 
complements  the  bulletin*    The  slide  pictures  are  printed  beside  tne 
script*    This  approach  allows  us  more  flexibility  In  distributing  our 
Information*    It  will  also  eliminate  the  need  for  notes  when  viewing 
the  slides* 

^Crawford,  Sam*    Economic  Development  Through  Retention, 
Expansion  and  Creatlon~ol  local  Firms,  Bulletin  677,  The  Ohio  State 
Untverslty-Ohlo  Cooperative  Extension  Service,  1981.    A  copy  of  this 
bulletin  can  be  obtained  by  sending  $1.25  to  George  Morse,  Department 
of  Agricultural  Economics,  Ohio  State  University,  2120  Fyffe  Road, 
Columbus,  Ohio  42210.    The  slide  set  Is  also  available. 
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l*t  me  give  yon  a  few  examples  on  how  the  information  is  being 
used.    The  bulletin  has  beet  ordered  from  all  over  the  state,  mostly 
f rom  chambera  of  commerce,  community  improvement  corporations,  and 
county  agents.    Columbia  Gaa  Company  ordered  100  copies  to  use  in 
their  industrial  development  training  dasaes.    It  waa  alao  used  in 
the  Ohio  Basic  Economic  Development  Course,  the  Ohio  Industrial 
Development  Workshop,  and  numerous  presentatios s  across  the  state. 
The  bulletin  waa  alao  the  baals  for  a  national  publication  titled 
Creating  Jobs  Through  Retention,  Expansion  and  Creation  of  Local 


Firms.2 


The  alide  aet  ia  getting  aimilar  use.    It  haa  been  shown  at  the 
Annual  Extension  Cdnfererce,  the  Ohio  Industrial  Development  Workshop, 
and  numerous  presentations  throughout  the  state. 

You  are  the  firat  to  receive  the  printed  script.    As  I  said 
earlier,  these  will  be  used  in  conjunction  with  the  alide  presenta- 
tion. 

It  la  unfortunate  that  the  "buzz -word*  in  Extension  ia 
"down-sizing."    We  need  more  "how-to"  publications  and  video  presenta- 
tions.   We  need  more  good  reaearch  to  base  our  programs.    The  need  and 
aarket  are  there,  the  money  ia  not. 


2 

Crawford,  Schnabel,  John  and  Nelson,  Creating  Joba  Through 
Retention,  Expansion  and  Creation  of  Local  Firms,  National  Extenaion 
Manpower  Task  Force,  University  or  Kentucky,  1981. 
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Business  Assistance: 

Earlier  I  said  we  need  to  be  aware  of  two  approaches  In  economic 
development — the  one  we  Just  discussed,  working  with  communities,  and 
the  other,  working  with  businesses  and  potential  businesses. 

Let  me  go  back  to  some  examples  to  give  you  an  Idea  of  some  of 
what  we  have  been  doing. 

A  couple  of  years  ago  the  mushroom  plant  I  t«>ld  you  about  earlier 
asked  us  to  help  them  with  a  problem.    They  grew  mushrooms  In    ,  • 
sterilized  straw,  hay,  and  horse  manure  from  a  local  race  track. 
After  growing  a  few  crops  of  mushrooms,  they  discarded  the  "compost." 
It  was  piling  up  around  the  plant.    We  had  the  "compost"  analyzed  at 
our  soils  lab  to  see  exactly  what  It  contained.    At  the  same  time  we 
created  a  demonstration  plot  where  we  applied  It  to  some  reclaimed 
strip  mine  land.    The  nutrient  value  of  the  "compost"  was  not  very 
good,  but  the  organic  material  had  some  value.    A  firm  In  a 
neighboring  county  who  sold  mulches  saw  our  plot  and  signed  a  contract 
with  Campbell's  to  purchase  the  compost.    A  local  entrepreneur  Is  also 
selling  the  compost. 

A  similar  project  Is  underway  with  Jeno's  Pizza  Plant  and  the 
city  where  It  Is  located.    You  might  have  read  about  this  problem  In 
Newsweek  a  few  weeks  ago.    We  are  analyzing  the  tomato  ana  p±±z* 
for  possible  land  application  or  feed  fctock  for  swine  operations. 

We  are  also  working  with  a  county  on  a  very  unique  project.  This 
county  has  a  nuclear  enrichment  plant  that  uses  as  much  electricity  as 
the  city  of  Los  Angeles.    The  plant  uses  a  tremendous  amount  of  water 
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to  cool  its  electric  motors.    Some  private  developers  and  local  citi- 
zens have  plans  to  construct  an  "Agri -Business  Park"  adjacent  to  the 
plant.    The  agri-business  park  plans  call  for  120  acres  of  green- 
houses.   The  greenhouses  will  be  heated  with  the  heat  from  the  cooling 
water.    The  county  commissioners  have  agreed  to  hire  a  full-time 
county,  CRD,  extension  agent,  to  work  on  the  project.    A  few  hundred 
jobs  will  be  created  from  this  project. 

We  are  also  working  with  a  small  group  of  investors  who  plan  to 
establish  a  cheese  factory.    They  have  the  production  know-how,  but 
have  asked  us  to  help  in  determining  the  potential  source  of  Grade  "B" 
milk  and  to  help  with  a  market  study,  and  to  evaluate  the  community 
impact. 

A  wood  products  industry  has  asked  us  to  help  them  get  estab- 
lished in  Ohio.    It  is  a  small  firm  that  is  growing  very  fast.  They 
are  located  out  of  state  and  want  to  expand  in  Ohio.    Our  role  has 
been  to  help  them  by  putting  them  in  contact  with  the  right  people  in 
the  State  Depaitment  of  Development  and  the  utility  company.    We  are 
also  identifying  different  funding  sources  they  might  be  able  to  use 
for  their  expansion. 

We  have  also  assisted  small  entrepreneurs  with  businesses  suci  as 
landscaping  and  tree  service,  house  cleaning,  Christmas  tree 
production,  home  services,  crafts,  and  sawdust  utilization. 

Business  Education: 

Another  approach  we  need  to  consider  in  working  with  businesses 
is  designing  educational  programs  to  help  both  existing  business*  and 
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potential  businesses*    Me  need  to  develop  workshops,  publications , 
newsletters »  and  video  presentations  that  will  help  them  stay  in  busi- 
ness and  grow. 

In  Ohio,  we  have  conducted  some  programs  along  these  lines*  We 
have  sponsored  a  series  of  pre-buslness  workshops*    We  have  had  as 
high  as  80  people  attend  this  type  of  session*    The  purpose  of  these 
workshops  was  to  help  potential  entrepreneurs  get  started  on  the  right 
foot*    We  have  also  held  business  management  workshops  for  existing 
businesses* 

Program  Design 

You  have  all  heard  the  saying  "we  learn  from  our  mistakes."  I 
would  like  to  briefly  share  a  learning  experience*    One  of  our  busi- 
ness mansgement  workshops  emphasized  record  keeping,  taxes,  legal,  and 
Insurance  needs*    Only  ten  people  registered*    We  made  a  mistake  that 
no  one  in  extension  should  make*    We  had  designed  a  program  without 
involving  the  audience* 

Since  that  time  I  conducted  a  "semi -scientific"  survey,  if  that's 
possible*    We  randomly  selected  100  businesses  in  a  nlneteen-county 
area  and  asked  them  to  indicate  what  subjects  they  would  like  to  have 
more  information*    We  also  asked  in  what  form  would  they  like  thft 
information*    Here  is  what  they  told  us  from  most  Important  to  least 
important: 

1*    business  trends 

2*  management 

3*    financing  and  computer  (tie) 
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4.  taxation 

5.  advertising 
6*  marketing 

7.  human  relations 

8.  population  statistics 
9*    time  management 

10*    legal  considerations 
11*  Insurance 

12.    accounting  and  record  keeping 
You  will  notice  that  three  of  the  four  subjects  that  we  offered  at  our 
workshop  are  at  the  oottom  of  the  list— legal,  Insurance,  and  record 
keeping.    Wonder  If  that  had  anything  to  do  with  our  small  turnout? 

The  survey  also  told  us  that  they  overwhelmingly  preferred  a 
newsletter  over  other  means  of  receiving  Information. 

We  are  presently  developing  a  newsletter  and  mailing  list.  Our 
first  Issue  should  be  In  April. 

Conclusion 

I  would  like  to  conclude  with  these  remarks.    First,  we  need  more 
researched-based  Inf oraatior;  In  economic  development.    If  we  don't 
have  that,  we  are  just  like  so  many  others  running  around  out  there 
who  are  doing  what  ever  Is  In  fashion. 

We  need  more  research  to  determine  the  role  of  local  firms  in 
economic  development,  to  determine  how  communities  can  best  work  with 
these  Industries.    We  need  more  business  management  educational 
materials  for  bo',h  new  and  existing  businesses.    We  need  to  understand 
the  nonmanufacturlng  part  of  the  economy. 
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We  also  need  to  understand  better  the  role  of  "high-tech*'  in 
rural  economies.    You  will  probably  notice  thar  this  is  the  first  time 
I  mention  "high-tech.*'    None  of  my  examples  "Include  this  term.  Until 
a  few  weeks  ago,  I  thought  "high -tech"  would  be  a  growth  axea  for  more 
metro  areas.    However,  after  reading  about  Atari's  plans  to  move  to 
Hong  Kong  or  Taiwan,  I'm  not  so  sure  that  rural  areas  should  be 
discounted. 

We  need  more  "how-to"  publications,  newsletters,  and  video 
presentations.    We  need  to  share  our  programs  better  than  we  have  in 
the  past.     I  believe  the  "buzz-word"  Is  "networking." 

Finally,  here  are  two  quotes— -one  from  one  of  our  county's  annual 

reports  and  one  from  Jerome  Kaufman,  University  of  Wisconsin. 

"Two  valuable  chemicals  can  be  poured  together  and  nothing 

happens.    Then  a  third  is  added  and  the  whole  mixture  goes  into 

action.    What  happened?    A  catalyst  was  added  which  created  the 
right  mix  for  action  M  result. 

"It'e  the  same  way  with  people.  People  often  go  about  their 
daily  lives  without  using  all  their  talents.  They  sometimes  need 
a  catalyst  to  cause  them  to  put  their  talents  into  action. 

"That '8  where  the  Cooperative  Extension  Service  comes 
in — matching  talents  to  worthwhile  tasks." 


Don't  try  to  solve  every  problem  the  same  way, 
Remember  that  if  the  only  tool  you  have  is  a  hammer, 
then  every  problem  will  look  like  a  nail." 


Jerome  Kaufman 
University  of  Wisconsin 
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TRADE  AREA  ANALYSIS  -  A  CATALYST  FOR  COMMUNITY  DEVELOPMENT 

Kenneth  £•  Stone* 

The  development  of  a  town's  retail  sector  should  be  an  integral 
part  of  the  community  development  process.    A  strong  business  district 
helps  ensure  that  money  earned  in  the  industrial  and  services  sectors 
is  turned  over  in  the  community  to  achieve  the  maximum  multiplier 
effect.    However,  few  states  have  wdll-defined  development  programs 
aiired  at  the  retail  sector.    Part  of  the  reapca  for  this  may  be  the 
difficulty  in  assessing  the  status  of  business  districts  and  in 
gaining  entrance  into  the  retail  community.    This  pajwr  describes  a 
program  used  in  Iowa  to  determine  the  economic  health  of  a  community 
and  to  encourage  the  development  of  a  retail  strategy. 

Trade  Area  Analysis-What  is  it? 

A  trade  area  analysis  is  an  evaluation  of  the  status  of  a  town's 
retail  sector  and  is  analagous  to  a  physical  examination  for  a  person. 
The  irend  4te  the  town's  sales  over  a  period  of  years  is  established 
and  graphically  compared  to  those  of  surrounding  towns.    The  town's 

'Kenneth  E.  stone  is  associate  professor  of  economics,  Iowa  State 
University,  Ames,  Iowa. 
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actual  sales  are  compared  Co  aorw  for  similar  size  towns  Co  determine 
If  the  town  Is  experiencing  net  outflows  ("leakages**)  or  net  Inflows 
("surpluses").    This  should  be  done  for  each  merchandise  group  to 
determine  marketing  voids  or  opportunities.    Demographic  Information 
la  also  Included  to  ssslat  merchants  In  precisely  defining  their 
market  segments* 

What  Data  Is  Needed? 

Reliable  sources  of  Information  are  needed  for  town  and  county 
retail  sales >  population,  and  Income*    The  retail  sales  Information  la 
most  crucial  to  the  analysis  and  Is  usually  alao  the  most  difficult  to 
obtain*    The  Ideal  source  of  sales  data  Is  state  retail  sales  tax 
reports*    however,  not  many  states  publish  sales  tax  data,  despite  the 
fact  that  noat  collect  It*    Population  and  Income  d  ta  are  usually 
easy  to  obtain,  both  from  governmental  and  commercial  sources*  In 
addition  to  atate  sales  tax  reports,  the  following  data  sources  may 
provide  some  or  all  of  the  Information  needed  for  a  trade  area 
analysis* 


U*S*  Census  of  Population — provides  population 
Information  for  towns  and  counties*  Published 
every  10  years* 

U.S.  Census  of  Business,  Retail  Trade— provides 
retail  sales  by  merchandise  group  for  towns  and 
(.ountle/*.    Published  every  five  years. 

Sales  and  Marketing  Management,  Survey  of  Buying 
Power— -provides  retail  sales  data  (by  merchandise 
group),  population  and  income  figures  for  all  counties  and 
for  Standard  Metropolitan  Statistical  Areas  (SMSAs)* 
however,  no  Information  Is  available  for  smaller  towns* 
Published  annually  In  July. 
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Editor  and  Publisher,  Market  Guide — provides 
recall  sales  data  (by  merchandise  group), 
population  and  Income  data  for  all  counties  and 
for  SMSAa.    Provides  soae  data  for  smaller  towns 
with  dally  newspapers  with  subscriptions  above  a 
certain  mlmlaum.    Published  annually. 

Standard  Rate  and  Data  Service— pro vldea  some  data 
on  retail  sales,  population  and. Incone  for 
counties  and  SMSAs.    Published  annually*. 


How  Is  It  Done? 

Maximum  effectiveness  Is  achieved  from  a  trade  area  analysis  when 
It  Includes  both  a  pictorial  history  and  a  thorough  analysis  of  the 
current  situation.    This  can  only  be  done  when  a  complete  data  base 

exl8L8« 

Historical  Analysis 

The  historical  analysis  consists  of  a  series  of  graphs  depicting 
the  recent  history  of  retail  sales  for  the  town  and  the  surrounding 
towns.    The  following  graphs  are  normally  Included. 


Total  Retail  Sales— In  Current  Dollars.    Typically  total 
retail  sales  fee  the  last  10  years  are  plotted  on  a  chart 
for  the  subject  cown  and  Its  competing  towns.  Current 
dollar  sales  are  not  adjusted  for  Inflation  and  represent 
the  format    that  most  merchants  are  familiar  with. 

Total  t'etall  Sales-HLn  Constant  Dollars.    This  chart 
compare*  the  same  towns,  but  the  sales  figures  have  been 
adjusted  cor  Inflation.    Our  analyses  use  the  Consumer  Price 
Index  as  ti'e  deflator,  however,  others  could  be  used.  In 
effect  this  chart  portrays  "real  salea"  or  the  actual  volume 
of  goods  and  services  sold.    Many  merchants  are  surprised  to 
find  that  evei.  though  their  town  showed  Increases  in 
current-dollar  sales,  sometimes  their  real  sales  are 
significantly  down. 
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Per  Capita  Sales.    This  chart  divides  each  towns' 
total  tales  by  the  town  population  to  arrive  at 
per  capita  sales.    This  Is  a  better  Indicator  than 
the  previous  charts  for  showing  the  true  perform- 
ance of  a  town 'a  retail  sector*    In  other  words , 
the  towns  are  compared  on  a  more  equitable  basis. 

Pull  Factor*    This  Is  a  proxy  measure  for  the 
average  else  of  the  trade  areas.    It  la  derived  by 
dividing  town  per  capita  sales  by  average  atate 
per  capita  retail  sales.    For  example,  7,500 
divided  by  5,000  -  1.5.    The  interpretation  la 
that  the  town's  trade  area  Included  the  equivalent 
of  150  percent  of  the  town's  population  in 
full-time  customer  equivalents.    When  carried  to 
two  decimal  places,  the  pull  factor  Is  a  very  sen- 
sitive Indicator  of  the  vitality  of  the  town 'a 
retail  sector  and  la  especially  useful  In  showing 
the  trend  of  the  town's  trade  area  size. 


Current  Analysis 

The  current  analysis  examines  the  ststus  of  the  town's  retail 
aector  by  merchandise  group.    Potential  sales  are  calculated  for 
several  merchandise  groups  such  aa  building  material**,  general  mer- 
chandise, apparel,  food,  aervlcea,  and  others.    These  po:entlal  sales 
are  then  compared  to  the  town's  actual  sales  to  determine  the  areas  of 
leakage  or  surplus.    Typically  these  are  done  for  the  laat  two  veara 
to  determine  if  any  recent  changes  occurred.    The  surpluses  and/or 
leakages  are  presented  in  terms  of  dollars,  percent  of  potential  dales 
and  full-time  custc«ers  gained  or  lost.    Another  table  compares  the 
subject  town '8  performance  by  merchandise  group  to  other  towns  of  a 
similar  size  from  other  parts  of  the  state.    The  towns  are  ranked  from 
first  or  last  according  to  their  performance  within  each  merchandise 
group. 

Demographic  data  are  also  presented.  Population  Is  delineated  by 
age  group  so  that  merchants  can  see  both  the  numbers  and  perce  tts 
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within  several  categories.    Income  is  also  delineated  to  show  the 
nucbers  and  percentages  of  families  within  several  income  brackets. 
Total  retail  sales  surplus  or  leakage  by  county  is  shown* 

Determining  Potential  Sales 

The  most  difficult  task  associated  with  a  trade  ares  analysis  ij 

the  determination  of  potential  sales*    There  are  probably  several  ways 

of  arriving  at  what  a  town's  potential  sales  should  be*    We  have 

developed  a  relatively  simple  method  that  seems  to  give  satisfactory 

results  in  most  cases.    Essentially  the  same  proceaure  can  be  used  for 

counties  and  towns* 

County  Potential  Sales*    The  equation  for  determining 
potential  county  sales  is: 


PS  -  Potential  sales  for  the  county 
CP  -  County  population 

PE  -  Per  capita  expenditure  (average)  for  retail 

good  and  services 
11  m  Index  of  income  (the  average  county  income  as 

a  percent  of  the  iverage  state  income) 

The  following  example  should  illustrate  the  procedure* 
Assume  the  following: 

CP  -  20,000 
PE  -  $5,000 
II  -  0.90 

Then  PS  -  20,000  x  $5,000  x  0.90  -  $90,000,000.  The 
Interpretation  of  this  result  is  that  the  residents  of  the  county 
are  expected  to  spend  approximately  $90  million  on  retail  sales 
during  the  year. 


PS  -  CP  x  PE  x  II 


where: 
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Town  Potential  Sales.    A  simple  method  for  determining  potential 
retail  sales  for  towns  is  nearly  identical  tj  the  procedure  used 
for  counties,  with  one  addition  to  the  equation.    The  addition, 
called  "pull  factor",  takes  into  consideration  the  trade  area 
size  for  the  community.    The  equation  is: 

PS  -  TP  x  PE  x  II  x  PF 


HS  -  Potential  retail  sales  for  the  town 
TP  «  Town  Population 

PE  -  Per  capita  expenditure  (average)  for  retail 

goods  and  services 
II  "  Index  of  income  (the  average  county  income  as 

a  percent  of  average  state  income) 
PF  »  Pull  factor  (a  proxy  measure  for  the  average 

size  of  trade  area) 

Another  example  should  demonstrate  the  use  of  this 
procedure.    Assume  the  following: 

TP  -  5,000 
PE  -  $5,500 
II  -  0.95 
PF  -  1.4 

Then  PS  -  5,000  x  $5,500  x  0.95  x  1.4  -  $36,575,000.  The 
interpretation  of  this  is  that  the  average  town  of  this  size  with 
this  Income  level  would  be  expected  to  have  total  annual  retail 
sales  of  approximately  $36.6  million. 

How  is  it  Presented? 

To  achieve  maximum  impact,  the  results  of  a  trade  area  analysis 
should  be  presented  at  a  public  meeting  including  a  good  representa- 
tion of  merchants,  developers,  city  officials,  media  people,  and  any 
other  interested  citizens.    Typically,  the  stage  is  set  by  relating 
the  regional  trends  for  retail  trade  migration.    An  overhead  projector 
is  then  used  to  show  the  historical  patterns  for  the  town.    By  using 
the  graphic  aids  a  large  amount  of  information  can  be  assimilated  in  a 
relatively  short  time  by  most  audiences.    The  presentation  is  made  in 
an  informal  manner  so  that  questions  can  be  answered  as  they  occur. 
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The  overhead  projector  is  also  used  to  illustrate  the  current 
situation.    The  potential  sales  are  compared  to  actual  sales  for  each 
of  approximately  12  merchandise  groups*    This  is  usually  the  highlight 
of  the  presentation,  since  this  is  where  surpluses  or  leakages  are 
firrt  revealed*    The  presentation  concludes  with  the  comparison  with 
tther  towns  of  a  similar  size  and  the  ranking  of  each  town  within  each 
merchandise  group*    A  handout  including  all  the  presentee     iterial  is 
then  given  to  each  interested  audience  member* 

What  are  the  Results? 

In  most  towns,  the  results  of  the  trade  area  analysis  become  the 
lead  story  for  that  day's  news.    Quite  often  this  catches  thr  atten- 
tion of  the  comrount ty-at -large  and  of  potential  developers,  especially 
if  significant  leakages  are  shown.    Many  community  leaders  report  that 
the  handout  material  is  carried  to  various  coffee  shops,  committee 
meetings,  and  other  places  where  townspeople  meet,  and  is  one  of  the 
main  topics  of  conversation  for  several  days  afterward. 

More  recently,  entrepreneurs  ,-»nd  developers  both  from  in-state 
and  out  of  state,  are  requesting  this  data  to  assist  them  in  their 
evaluations  of  locations  in  various  towns.    Several  town  officials 
have  reported  that  these  reports  have  been  the  basis  for  expansions 
and  new  businesses  in  their  towns. 

Usually  results  do  not  occur  overnight.    There  seems  to  be  a 
germination  period  of  one  to  three  years  before  the  information  is 
acted  upon  and  brought  to  fruition.    However,  as  word  of  the  result*, 
spreads  and  as  the  reliability  is  accepted,  the  germination  period 
seems  to  be  shortening. 
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For  those  communities  with  genuine  desire  to  attempt  to  better 
their  situation,  a  strategies  program  h~s  been  developed.    The  program 
assists  town  leaders  in  developing  a  long-range  plan  for  strengthening 
the  retail  nector.    Assistance  is  given  in  more  precisely  identifying 
weaknesses  and  needs.    Programs  are  developed  to  help  strengthen 
customer  relations,  promotions,  financial  management,  personnel 
management,  and  other  areas. 

liow  Does  One  Create  Interest  In  This? 

Initially,  it  Is  necessary  to  thoroughly  promote  the  trade  area 
analysis  programs.    Potential  audiences  need  to  be  completely  aware  of 
the  nature  of  the  program  and  the  significance  of  its  future  uses. 
After  a  few  programs  are  presented,  less  and  less  promotional  efforts 
are  needed.     In  fact,  after  awhile  the  majority  of  the  requests  will 
come  unsolicited  from  various  community  leaders.    Often  they  have 
heard  or  read  about  a  program  being  conducted  in  a  neighboring  com- 
munity.   Some  communities  prefer  to  have  a  analysis  conducts  annually 
as  a  method  of  holding  interest  and  in  checking  progress. 

Repeat  programs  for  communities  are  relatively  easy  to  prepare 
since  the  bulk  of  the  work  was  done  in  the  initial  preparation.  Also, 
local  Extension  personnel  often  feel  comfortable  in  presenting  the 
follow-up  or  repeat  programs. 

Advanced  Methodologies 

There  are  some  cases  where  counties  and  towns  are  significantly 
different  from  the  averages  used  in  computing  potential  sales. 
Because  of  this,  we  have  conducted  studies  using  regression  analysis 
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Co  determine  Che  effects  of  several  variables  on  retail  sales*  For 
example,  ve  have  a  county  model  that  shows  the  impact  of  income,  age, 
unemployment,  shopping  malls,  and  othev  variables  on  county  sales* 

County  Model 

Using  cross-sectional  data*  a  linear  multiple  regression  model 

was  developed  to  estimate  county  sales  for  1980*    The  1 5  most  populous 

counties  in  the  state  were  deleted  frou  the  data  base*    Therefore,  the 

model  used  observations  from  the  remaining  84  nonmetropolitan 

counties*    The  general  form  of  the  model  was: 

TR<  -  Brt  +  B.FOH,,  +  B0M1CM\  +  B0MAGE    +  B,UEMP  + 
101121314 

B5CITYi  *  BfiMALLu  +  BjMEDOj  +  BgMIUC^  +  E^ 

Where:  i  -  The  ith  county 

TR  "  Total  retail  sales  for  the  county  in  thousands 
of  dollars) 

POPL  ■  County  population  (in  thousands) 

M1CM  ■  Median  income  for  county  (in  dollars) 

MAGE  «  Median  age  for  county  (in  years) 

UEMP  -  Unemployment  rate  for  t.he  county  (in  percent) 

CITY  «•  Population  of  largest  city  in  county 

MALL  -  Mall  space  within  county  (in  thousands  of  square 
feet 

MEDO  -  Mall  space  outside  county,  but  within  25  miles 
of  county  seat  (in  thousands  of  square  feet)* 

MILD  -  Mall  space  outside  county,  but  between  25  to  50 
niles  distant  from  county  seat  (in  thousands  of 
square  feet)* 

E  «  Disturbance  term 
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Table  1  Uses  the  coefficients  and  statistical  measures  for  the 
county  model. 

Table  1.  Coefficients  for  County  Bfetail  Sales  ttxfel,  I960 


Variable 

Constant 

TOPL    MKM    MAGE    UMP     COT  mL 

mo  mho 

*2 

County 
sales 

HL7.764* 
(25.645) 

3,491  1,825  27.43*  -*,629  0.070*  75.00 
(339)  (0.642)  (S29)     (718)  (Q.*6)  (21.35) 

-4.86  -o,ao 

(0.87)  (0,521) 

0.897 

*Not  significant  at  the  80X  level 

Ifate:   Nfalues  In  parentheses  are  standard  errors.  The  P  totio  (F  «  a. 2)  is 
significant  at  the  99%  level. 

In  lay  terms,  the  interpretation  of  the  regression  results  in 
terms  of  average  annual  sales  (all  othef  things  remaining  constant) 
is: 

-  An  increase  in  population  of  one  person,  increases  retail  sales 
$3,491. 

-  When  the  median  income  in  the  county  increases  by  one  dollar, 
total  county  sales  increase  by  $1,825. 

-  When  the  median  age  of  the  county  population  increeses  by  one 
year,  total  county  sales  increase  by  $27,430. 

-  When  county  unemployment  increases  by  one  percent,  county  total 
sales  decrease  by  $1,629,000. 

-  When  the  biggest  city  in  the  county  increases  in  population  by 
one  person,  total  county  sales  increase  by  an  additional  $70. 

-  When  a  mall  is  present;  in  a  county,  total  sales  for  the  county 
increase  by  $75  for  each  additional  square  foot  of  mall  space. 

-  When  a  mall  outside  the  county  is  within  25  miles  of  the  county 
seat,  county  total  sales  decrease  by  $4.86  for  each  additional 
square  foot  of  mall  space. 

-  When  a  mall  is  25  to  50  miles  from  the  county  seat,  total 
county  sales  will  decrease  by  a  cents  for  *r,ch  additional 
square  foot  of  mall  space- 
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Town  Model 

The  county  model  gives  some  very  useful  insight  into  the  effect 
of  exogenous  variables  on  retail  sales*    However,  business  people  have 
e  wore  urgent  need  for  this  type  of  information  for  specific  towns  and 
cities*    In  addition,  it  is  sometimes  useful  to  know  the  effect  of 
cercain  other  variables  such  as  being  located  on  an  interstate 
highway,  being  a  county  seat  town,  etc*    In  response  to  this  a  linear 
regression  model  was  developed  to  estimate  town  retail  sales*  Cross 
sectional  data  for  90  Iowa  towns  and  cities  "ith  populations  between 
2,500  and  10  000,  were  collected  for  the  1981  state  fiscal  year.  The 
general  form  of  the  model  was: 

TOTL^  -  BQ  +  B1CITYi  +  I^MALL^   +  B^MEDO^  +  B^UEMP^  +  BjUSH^  + 
B,RIVR,  +  B7SEAT.  +  B0MICM,  +  BQPR0X.  +  B,  AINTK.  +  E. 

01  /  1  O  1  7  1  1U  1  1 

Where:  i  -  The  ith  town 

T0TL  -  Total  retail  sales  (in  thousands  of  dollars)  for 
1981 

CITY  -  The  town  population  (in  thousands) 

MALL  -  Total  square  feet  (in  thousands)  of  mall  space 
within  the  town 

MED0  *  Total  square  feet  (in  thousands)  of  mall  space 
within  a  twenty-five  mile  radius  ot  the  town 
excluding  the  mall  space  within  the  town 

UEMP  *  County  unemployment  rate  (in  percent) 

USUI  ■  Dummy  variable 

USHI  -  1    for  towns  located  on  a  U.S.  highway 
U^HI  -  0    for  towns  not  located  on  a  U.S.  highway 
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RIVR  -  Ifcmay  variable 

RIVR.-  1    for  towns  located  on  a  state  boundary 
river  (Hittourt  or  Mltalaaippl  river) 
RIVR  -  0   for  towns  not  located  on  a  riwsr 

SKAT  »  Dummy  variable 

SEAT  -  1    If  town  la  a  county  aeat  tcvn 
SEAT  -  0   if  town  la  not  a  county  aeat  town 

MICH  -  County  median  income  (In  dollars) 

PKOX  -  Measure  of  town  proximity  to  the  closest  major 

town  (population  of  nearest  major  town  divided  by 
distance  squared) 

INTR  -  Dummy  variable 

INTR  -  1    for  towns 

highway 
INTR  -  0   for  towns 

highway 

B  -  Disturbance  term 


Table  2  lists  the  coefficients  and  statistical  measures  for  the 
city  model. 

Table  2.  Retail  Sales  Cbefficlents  for  the  Town  Model,  19a 


located  on  an  Interstate 
not  located  on  sn  Interstate 


Variable  Content  COT  MALL    M5D0    IMP    USUI  RIVR    SEAT    MZQi  BOX  INER 

Tbw  4,710  70.55  -3.12  -354*  4,674  -9,502  3,330*  .851  -2.96  -5,952*  .744 

sales      aU29)  (43B)Ct9.82)  (.855)  (688)(3>209)(7,449)(3,209)(.6/5)a.27)(4,3a) 

*tfX  ligniHcK*.  at  Che  80X  level 

Nate:   Vfelues  In  pairrfchescs  are  standard  errors.  The  P  fetlo  (P  »  22.7)  Is 
significant  a.  the  99%  level. 

The  simplified  explanation  of  the  regression  results  in  terms  oi 
aversge  annual  sales  (all  other  factors  remaining  constant)  is: 


-  Each  additional  person  added  to  the  city  population  Increases 
total  sales  by  $4,710 
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-  When  a  mall  is  introduced  into  a  community,  total  retail  sales 
for  the  city  will  increase  by  $70.55  for  each  additional  square 
foot  of  mall  space* 

-  When  a  mall  outside  the  town  is  within  25  miles  of  the  town, 
town  retail  sales  decrease  by  $3* 12  for  each  additional  square 
foot  of  mall  space. 

-  Each  percentage  point  increase  in  unemployment  will  decrease 
total  city  sales  by  $354,000. 

-  If  a  city  is  located  on  a  U.S.  Highway,  total  retail  sales 
should  be  Increased  by  $4,674,000. 

-  Cities  located  on  a  state  boundary  river  will  suffer  a 
$9,502,000  decrease  in  retail  sales. 

-  If  a  city  is  the  home  of  the  county  seat,  city  sales  should  be 
increased  by  $3,330,000. 

-  For  every  dollar  increase  in  county  median  income,  total  city 
sales  will  increase  by  $851. 

-  The  general  interpretation  of  the  FRDX  variable  is  that  large 
nearly  town  will  capture  sales  from  the  smaller  towns. 

-  When  an  interstate  highway  runs  near  a  town  of  less  than  20,000 
population,  $2,952,000  will  be  lost  from  town  sales. 


The  results  of  the  linear  regression  models  need  to  be  refined 
before  actual  use.    Since  the  regression  equations  were  for  a  fairly 
wide  population  range  of  counties  and  towns,  some  of  the  results  need 
to  be  put  on  a  per  capita  basis  before  use.    Also  a  few  variables  are 
not  highly  significant  and  this  should  be  considered  before  use. 
Above  all,  it  should  be  kept  in  mind  that  the6e  result's  were  for  Iowa, 
a  very  homogeneous  agricultural  stata.    Results  for  similar  studies  in 
other  states  could  be  considerably  different. 
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Future  Trends 

As  the  general  populace  becomes  more  aware  of  the  extent  of 
retail  sales  migration,  the  interest  in  knowing  the  status  of  their 
own  towns  will  probably  heighten,    Community  development  workers  in 
state*  where  no  retail  sales  tax  reports  are  published  may  wish  to 
take  steps  to  encourage  their  Departments  of  Revenue  to  publish  such 
data.    The  marginal  costs  in  publishing  this  information  appears  to  be 
minimal,  while  the  benefits  can  be  great. 

It  appears  that  the  patterns  of  retail  sales  migrating  from  the 
rural  areas  to  the  metropolitan  areas  is  likely  to  continue  in  the 
midwest.    With  some  exceptions,  it  is  probable  thac  towns  below  1,000 
population  face  bleak  futures  with  respect  to  their  business  dis- 
tricts-   Most  likely  they  will  retain  some  form  of  agricultural  sales 
and  service  facilities,    However,  many  will  lose  grocery  stores, 
apparel  stores,  hardware  stores,  automobile  dealers,  banks,  service 
stations,  etc,    Hini  general  stores  or  convenience  stores  will  fill 
the  voids  left  along  main  street. 

It  is  likely  that  county  seat  towns  will  retain  some  degree  of 
via1 ility,  depending  on  the  size  of  the  town.    The  smaller  of  these 
towns  will  likely  suffer  considerable  leakage  of  sales  in  the 
shopper's  goods  categories  to  the  larger  shopping  centers  in  the 


area. 


One  can  only  guess  at  the  impact  that  futuristic  marketing 
devices  such  as  shopping  via  cable  TV  and  electronic  mail  order  might 
have  on  retailing.    However,  it  could  be  that  even  the  suburban  shop- 
ping malls,  so  popular  t^day,  could  face  a  decline  if  people  find  sui- 
table alternative  methods  of  shopping. 
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EhTRE  PRENKURSHI P 
Al  Shape ro* 

Today  I  will  discuss  "Why  entrepreneurshlp?"  — "Who  starts 
business,  and  under  what  conditions?"  and  "Can  you  do  something  about 
entrepreneurshlp  when  you  are  working  at  the  local  level?" 

Why  entrepreneur ship? 

First,  let's  define  entrepreneurshlp.    A  lot  of  people  are 
interested  in  entrepreneurshlp,  but  the  definitions  wander  all  over 
the  map.    It  is  important  to  ask  a  speaker,  "what  do  you  mean  by 
entrepreneurshlp?"  before  you  look  at  his/her  data.    There  is  a  man  I 
have  quoted  for  years  who  is  one  of  the  most  quoted  on  entre- 
preneurshlp, Uavid  McClelland.    When  I  finally  read  him  closely,  I 
found  that  he  would  call  a  Russian  steel  plant  executive  nn 
entrepreneur  and  would  exclude  the  owner  of  a  business.    His  defini- 
tion excludes  all  those  included  by  the  majority  of  scholars  in  the 
field.    McClelland  is  talking  about  managers,  but  calling  them 
entrepreneurs. 

*A1  Shapero  holds  the  William  D.  Davis  Chair  of  the  Free 
Enterprise  System  at  Ohio  State  University,  Columbus. 
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The  word  "entrepreneurship"  comes  from  Che  prench,  but  if  you  ask 
Che  French  what  they  mean,  by  <in  entrepreneur,  they  usually  mean  a 
building  contractor*    The  Germans  have  the  word  "unternehmer"  which 
means  undertaker*    Of  course,  uany  undertakers  are  entrepreneurs*  but 
that  is  net  exctly  what  we  mean*    Many  have  defined  an  entrepreneur  as 
anyone  who  talks  fast  and  breathes  fast* 

Economists  were  very  interested  in  entrepreneurship  until  they 
got  carried  away  with  the  idea  of  the  big  corporation*    They  began 
trying  to  find  the  entrepreneur  in  the  corporation  and  lost  him*  Some 
defined  corporate  management  as  the  entrepreneur*    Anyone  with  powers 
of  observation  has  got  to  know  that  is  not  true*    Then  one  came  to  the 
conclusion  that  the  corporation  is  the  entrepreneur*    The  business 
historian,  Grass,  wrote  that  there  are  no  more  entrepreneurs,  and  that 
only  corporations  and  corporate  managers  exist*    Again  this  is  silly* 
Orucker  pointed  out  that  when  Galbraith  was  published  to  the  effect 
that  the  world  is  now  going  to  be  run  by  the  planners  more  new  com- 
panies were  formed  in  the  United  States  than  ever  before* 

Entrepreneurship  Defined 

It's  hard  to  define  entrepreneurship,  and  1  have  worked  a  long 
time  to  come  up  with  a  definition  that  one  could  u.2  for  research.  1 
think  the  definition  should  not  concentrate  on  the  person,  because 
then  you  start  thinking  of  heroic  people  with  special  genes.  Rather 
you  should  concentrate  on  the  event,  the  entrepreneurial  event?  To 
me,  something  entrepreneurial  occurs  when  you  have  the  following 
conditio  is:     (1)  an  individual  or  group  takes  initiative;  (2)  they 
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bring  together  resources  and  form  an  organization  to  accomplish  some- 
thing; (3)  they  run  It  with  relative  autonomy;  and  (4)  they  succeed  or 
fail  with  the  event. 

That  definition  goes  far  beyond  the  clearest  example  of  entrepre- 
neurshlp,  company  formation.     It  Includes  entrepreneurial  events  in 
corporations  such  as  fully  owned  subsidiaries  of  corporations.  It 
includes  events  in  government*    We  studied  what  happens  when  there  was 
a  big  cutback  at  the  manned  space  center,  and  what  happened  to  the  top 
managers  in  the  project.    Some  went  into  a  catatonic  state,  but  some 
reorganized  their  groups  and  went  out  to  hustle  contracts  In  competi- 
tion with  consultants.    Show  mc  a  bureau,  center,  or  institute  at  a 
university,  and  I  will  show  you  an  entrepreneur  who  had  to  get  away 
from  his  department  and  get  an  Independent  budget.  Entrepreneurshlp 
happens  in  civic  life.    Some  of  the  differences  between  communities 
that  have  been  described  at  this  meeting  are  proof  that  some  communi- 
ties have  civic  entrepreneurs  —  people  who  put  together  a  group  of 
banks  to  do  something  or  people  who  do  something  with  the  downtown 
area. 

Why  should  we  be  interested  in  entrepreneurshlp?    It  will  solve 
no  short-term  problems.    You  will  not  bring  a  24  percent  unemployment 
rate  down  to  14  percent  by  a  program  of  entrepreneurshlp.  £ntrepre- 
neurship  Is  for  the  longer  term  where  development  has  to  do  with  the 
future  existence  and  growth  of  a  community. 
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Development  Goals 


As  we  reassess  our  economic  development  policy,  it  is  important 
to  consider  the  special  vulnerability  of  highly  specialized  industrial 
cities  and  regions  versus  the  greater  resilience  of  local  and  regional  * 
economies  that  contain  large  numbers  of  small  firms.  ^ 
Contrasting  Manchester  and  Birmingham,  England  in  the  - 
mid-nineteenth  century,  architectural  writer  and  critic,  Jane  Jacobs, 
sought  dues  to  long-term  community  dynamism.    She  pointed  out  that 
knowledgeable  writers  of  the  period  extolled  Manchester  as  a  paragon  *, 
of  efficiency  and  model  of  the  future.    At  that  time,  Britain  domi- 
nated the  world  in  textiles,  and  Manchester,  located  near  the  great 
port  of  Liverpool,  was  the  heart  of  Britain's  textile  industry.  The 
coal,  necessary  pure  water,  and  humid  climate  all  made  Manchester  a 
natural  hub  of  textile  manufacturing.    Supplementary  and  supporting 
industries,  such  as  cotton-textile  machinery  and  dye  manufacturing, 
clustered  nearby. 

At  the  same  time,  according  to  Jacobs,  Birmingham  was  "precisely 
the  kind  of  city  that  seemed  to  have  been  outmoded  by  Manchester  .... 
Birmingham  ....  had  no  specialty  of  the  kind  that  made  Manchester's 
economy  so  comprehensible  ....  But  as  it  turned  out  Manchester  w?s  not 
the  city  of  the  future  and  Birmingham  was  ....  Manchester  had  acquired 
the  efficiency  of  a  company  town.    Birmingham  had  retained  something 
different:    a  high  rate  of  innovation.     Indeed,  Birmingham  and  lonoon 
are  the  only  two  cities  in  Britain  today  that  retain  a  significant 
capacity  to  create  new  work  from  their  existing  work...."  Jacobs' 
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discussion  of  Manchester  and  Birmingham  strongly  suggests  that  the 
goals  of  economic  development  must  go  beyond  "increased  jobs  and 
income."    More  jobs,  more  income,  regional  exports,  and  a  substantial 
contribution  to  Britain's  gross  national  product  were  not  enough  co 
sustain  Manchester  through  time. 

What  Is  Development? 

Despite  several  decades  of  preoccupation  with  economic  develop- 
ment, there  is  still  no  commonly  accepted  definition  of  what  it  means 
to  be  "developed."  Today,  development  i8  determined  by  comparing  one 
community  to  another  in  terms  of  gross  output. 

A  more  useful  approach  is  to  identify  the  dynamic  qualities  that 
differentiate  communities  chat  are  self -renewing  through  time  despite 
technological  and  economic  change  from  communities  that  are  not.  What 
differentiates  a  Manchester  from  a  Birmingham?    What  kinds  of  quali- 
ties in  a  community  lead  to  the  continuing  formation  of  the  material 
opportunities  needed  as  markets  and  technologies  change?    These  are 
important  questions  as  we  attempt  to  rekindle  the  self -renewing  quali- 
ties of  the  U.S.  economy  and  its  older  industrial  "Manchester. " 

The  qualities  that  ^ve  distinguished  Birmingham  from  Manchester, 
and  which  have  characterized  communities  with  long  records  of  adapting 
to  events,  are  resilience,  creativity,  initiative- taking  and,  above 
ail,  diversity.    The  ability  to  absorb  abrupt  changes  in  the  economic, 
social,  and  political  environment  and  to  bounce  back.    The  ability  to 
generate  anew  and  to  experiment.    The  desire  and  ability  to  begin  and 
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carry  through  useful  projects.    A  variety  of  enterprises  that  assure 
that  no  single  event  can  effect  the  whole  community — all  simultane- 
ously describe  the  self-renewing  community.    And  all  are  characteris- 
tic of  or  generated  by  entrepreneurship* 

Entrepreneurs hip  and  Economic  Development 

Entrepreneurship,  as  measured  by  company  formations,  Is  a  posi- 
tive response  to  the  environment,  an  expression  of  resilience*  Every 
company  formation  Is  a  creative  act  and  bears  with  It  an  Innovation  In 
terms  of  product,  service,  way  of  doing  business,  location,  or  appear- 
ance*   Every  company  formation  Is  the  result  of  Initiative-taking* 
Every  new  company  adds  to  the  diversity  of  a  community,  and  the  more 
widespread  the  kinds  of  company  formations,  the  greater  the  diversity* 
A  good  case  can  be  made  that  the  number  of  company  formations,  the 
rate  of  their  formation,  the  survival  ra.e  of  new  companies,  and  their 
diversity  provide  good  measures  of  a  community's  capacity  to  renew 
Itself* 

Economic  development  policies  and  programs  that  measure  their 
objectives  solely  In  terms  of  jobs  and  Income  do  little  to  achieve 
these  qualities,  often  prevent  their  development,  and  tend  to  make  a 
community  hostage  to  the  decisions  of  only  a  few  firms*    Typically,  a 
city  or  regional  development  authority  launches  an  Intensive  campaign 
to  attract  large  Industrial  plants  to  generate  jobs  and  Income*  Many 
concessions  are  offered  to  the  companies  being  wooed,  Including  tax 
breaks,  free  or  cheap  land,  long  term  and  low-Interest  loins,  build- 
ings, utility  development,  highway  construction,  and  railroad  spurs* 
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Yet,  the  probability  of  attracting  a  plant  la  not  realistically 
considered  and  the  consequences  of  attracting  a  major  plant  are  not 
completely  understood.    One  study  conducted  in  the  late  1950s— long 
before  Industry  attraction  efforts  became  as  widespread  as  they  are 
today— found  aoae  16,000  development  organlratlona  competing  for  200 
available  corporate  moves  at  a  cost  of  well  over  $250  million. 

If  the  effort  to  obtain  a  plant  succeeds,  the  incoming  company 
will  probably  bring  its  own  managers  sod  highly  skilled  workers,  while 
the  community  provides  the  low-coat,  unakilled  workera.    A  flow  la  aet 
up  In  which  the  community'a  skilled,  profeaaionally  trained  youth 
leave  for  other  cities  while  ius  unskilled  youth  are  retained.  An 
in-migrating  company,  attracted  by  cheap  labor  and  low  costs,  can  thus 
lower  the  net  quality  of  a  community's  human  reaource. 

With  a  large  in-migrant  company  comes  an  enlarged  work  force  and 
increased  demand  for  municipal  services  such  as  policy  and  fire  pro- 
tection, education,  and  waste  disposal.    Since  the  incoming  company 
has  typically  been  given  financial  concessions,  however,  it  is  freed 
from  paying  its  fair  share  of  the  tax  revenues  needed  to  provide  these 
additional  services. 

Finally,  the  incoming  company  makes  the  community  vulnerable. 
Ihe  community  adjusts  to  the  domlnsnt  source  of  jobs  and  Income  in  the 
community  and  becomes  hostage  to  it.    This  vulnerability  becomea 
apparent  when  a  distsnt,  "objective-  management  decldea  to  shift  ita 
production  to  a  region  with  lower  labor  coats.    In  Ireland,  for 
example,  development  officials  have  recruited  aome  250  foreign-owned 
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plants  that  account  for  over  50  percent  of  the  country's  Gross 
National  Product*    Economic  decisions  affecting  half  the  Irish  economy 
are  now  being  made  in  London,  Frankfort,  New  York,  and  Tokyo. 

Considering  the  economic  and  social  consequences  of  dependence  on 
a  single  crop,  industry,  or  resource  (be  it  a  mineral  deposit  or  cheap 
manpower),  the  extent  of  local  development  efforts  to  attract  a  single 
corporate  division  to  employ  "cheap"  labor  is  surprising*    A  recent 
example  of  the  long-term  negative  effects  of  importing  industrial  - 
plants  to  a  region  can  be  found  in  the  Mexican-American  border 
program*    In  10  years,  the  program  attracted  some  450  American 
manufacturers  with  the  bait  of  low-cost  labor*    Now  that  wages  are 
improving— they  are  still  low  by  any  standard— the  companies  are 
leaving  for  Central  America,  the  Far  East,  and  Ireland  where  wages  are 
even  lower*    The  years  1974-75  witnessed  a  30  percent  decrease  in 
employment  in  the  area,  as  25  to  40  percent  of  the  in-migrant  American 
plants  closed  down,  moved  to  other  regions  or  severely  reduced  their 
operations,  leaving  serious  social  and  political  problems  in  their 
wake* 

Instead  of  trying  to  attract  branch  operations  of  older,  estab- 
lished firms,  economic  development  policies  should  be  more  concerned 
with  new  and  developing  firms*    They  should  aim  at  diversity  and 
reduced  dependence  in  any  community  or  region  on  one  or  a  few  sectors 
of  economic  activity*    Rather  than  concentrating  on  opecific  firms, 
they  should  focus  on  creating  the  ecological  conditions  conducive  to 
new  company  formations* 
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Economic  development  policies  emphasizing  new  firm  formations 
rather  than  relocations  provide  a  relatively  lower  risk,  lower  cost, 
actuarial  approach  that  Is  less  subject  to  failure  because  It  Is  not 
project  oriented*    It  Is  concerned  with  establishing  conditions  propi- 
tious to  company  formation  rather  than  with  financing  and  servicing 
specific  plants  or  industries* 

Who  starts  businesses,  and  uater  what  conditions? 

This  year,  in  the  United  States  there  will  be  somewhere  between 
500,000  (as  estimated  by  Dunn  &  Bradstreet)  and  1,000,000  (my  esti- 
mate) new  company  formations.    These  formations  occur  despite  reces- 
sion, high  Interest  rates,  inflation,  uncertain  economic  prognoses, 
and  the  advice  of  worried  relatives  and  dear  friends.    Each  of  the 
company  formations  is  the  end  result  of  one  very  personal  human 
process  and  the  beginning  of  another.    Though  each  company  formation 
Is  a  unique  event,  examination  of  the  data  of  company  formations  in 
different  countries,  different  time  periods,  and  different  economic 
sectors  suggests  a  general  pattern  to  the  process  and  certain  common 
characteristics  no  matter  where  it  occurs.    Though  the  pattern  Is 
highly  complex  and  involves  many  variauieb,  it  Is  recognizable  and 
describable.    Havxng  said  the  foregoing,  however,  It  is  important  for 
all  concerned  to  understand  that  the  company  formation  process  Is  what 
the  psychologists  refer  to  as  "overdetermined,"  no  single  factor  can 
account  for  the  outcome  of  the  process;  that  Is,  it  Is  describable, 
recognizable,  but  it  is  not  amenable  to  simple  manipulation. 
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Each  company  formation  or  entrepreneurial  event,  la  the  result  of 
two  decisions:     the  decision  to  change  from  a  given  life  prth  and  the 
decision  to  start  a  company.    To  make  a  major  change  In  one's  life 
path  is  not  a  trivial  affair,  and  It  Is  seldom  done  casually.    All  of 
us  are  held  on  courae  by  a  myriad  of  forces;  family  situation,  job, 
responsibilities,  and  the  simple,  powerful  force  of  Inertia.    It  takes 
a  great  deal  of  force  In  a  new  direction  (or  a  summation  of  a  host  of 
small  forces)  to  change  from  a  given  life  path.    The  second  decision, 
to  start  a  company,  Is  a  choice  of  one  from  among  the  thousands  of  new 
life  paths  one  might  have  chosen.    After  all,  having  decided  to  change 
one '8  life  path  the  question  must  be  asked,  "Why  thla  particular  path 
rather  than  one  of  the  others?** 

The  decision  to  change  one's  life  path  comes  about  as  the  result 
of  personal  displacement,  usually  through  negative  forces.  Despite 
the  fact  that  a  majority  of  people  will  tell  you  that  they  would  like 
to  be  in  business  for  themselves,  I  have  only  encountered  one  person 
among  the  hundreds  I  have  interviewed  who  Kid  a  deliberate, 
step-by-step  plan  for  starting  a  company,  and  carried  it  out.  Tnere 
is  nothing  like  a  big  kick  in  the  pants  to  galvanize  one  into  action. 
A  tremendous  number  of  company  formations  occur  among  refugees,  people 
who've    been  fired,  women  experiencing  the  'empty  neat  syndrome,'  and 
people  who  are  Insulted  or  frustrated  on  their  jobs.    Of  course,  not 
all  displacements  are  negative.    We  have  companies  started  by  people 
who  are  between  things;  cen  called  back  to  the  reserves  whose  careers 
have  been  disrupted,  parolees,  Individuals  who've  just  completed  an 
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additional  degree.    And  there  are  the  positive  pulls  of  a  friend  who 
says,  "Ut;s  do  It!"  the  customer  who  says,  "I'll  give  you  a  con- 
tract," an  unexpected  windfall  of  an  Inheritance  or  a  winning  lottery 
ticket. 

Having  been  displaced,  however,  why  does  anyone  decide  to  start  a 
company?    After  all,  the  conventional  wisdom  Is  that  90  percent  of  all 
new  companies  fall  In  the  first  year,  times  are  terrible,  and  everyone 
knows  that  entrepreneurs  have  to  work  100  hours  a  veek.    Why  do  this 
peculiar  thing?    The  choice  made  of  a  particular  life  yith  Is  the 
product  of  two  perceptions:    the  perception  that  a  particular  path  Is 
desirable  and  the  perception  that  path  is  feasible *    Unless  one  can 
perceive  that  a  particular  path  Is  both  desirable  and  feasible  there 
is  little  chance  that  it  will  be  considered  at  all  or  chosen  if  consi- 
dered*   Of  course,  the  two  perceptions  are  not  completely  separable* 
If  something  is  perceived  as  very  desirable,  we  may  revise  our  esti- 
mates as  to  its  feasibility  and  vice  versa* 

Perceptions  of  desirability— Perceptions  of  desirability  have  to 
do  with  values.    A  value  is  defined  as  a  concept  of  the  desirable* 
Our  perceptions  of  what  is  desirable  are  the  result  of  our  placement 
in  a  matrix  of  culture,  socio-economic  structure,  family  education, 
peers,  and  Influential  persons*    The  broader  culture  In  which  we  find 
ourselves  conveys  to  Its  members  what  ic  considered  desirable*  Thus, 
the  immigrant  mother  wants  her  son  to  be  a  doctor  rather  than  a  fac- 
tory worker  for  she  perceives  the  doctor  as  having  a  higher  value  in 
our  culture* 
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The  culture  Chat  places  a  high  value  on  being  In  business,  on 
entrepreneurs hip  and /or  the  kinds  of  behavior  associated  with  such 
activities  such  as  Initiative-taking,  risk-taking,  Innovation,  Inde- 
pendence, Is  more  likely  to  spawn  company  formation  than  one  that 
doesn't.    In  the  United  States  with  Its  frontier  tradition,  the  coun- 
try of  the  second  chance,  the  value  system  Is  loaded  for  entrepreneur-* 
ship*    Being  In  business  for  yourself  Is  perceived  as  being  something 
to  be  desired,  and  all  of  the  associated  behaviors  are  valued  highly* 
It  Is  not  surprising  that  the  annual  rate  of  company  formations  is 
high*    In  Italy  If  a  man  of  education  starts  a  company,  he  drops  soci- 
ally*   People  wonder  why  a  man  of  culture  would  do  such  a  gross  thing 
as  enter  Into  trade,  and  as  you  might  surmise  the  Italian  rate  of  com- 
pany formation  is  very  low. 

Within  a  national  culture  there  are  man/  sub-cultures  (regional, 
ethic,  and  religious)  that  add  their  increments  to  the  individual's 
value  system*    The  Smoeland  region  in  Sweden  Is  known  for  entrepre- 
neurshlp.    Similarly,  the  people  from  Cork  are  considered  the  most 
entrepreneurial  In  Ireland,  the  people  from  the  Brabant  In  the  Nether- 
lands, and  my  Texas  students  seemed  more  likely  than  my  Ohio  students 
to  think  seriously  about  starting  a  business.    There  are  p*ny  f3mlllar 
ethnic  and  religious  differences  with  regard  to  how  entrepteneurshlp 
Is  valued*    We  all  accept  the  fact  that  Jews  and  Lebanese  are  entre- 
preneurial, but  they  are  only  two  among  a  host  of  ethnic  and  religious 
groups  that  show  a  high  incidence  of  entrepreneurship.    The  list 
Includes  Ibos  In  Africa,  Gujeratls,  Jains  and  Parsis  in  India,  the 
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oversets  Chinese  In  Southeast  Asia,  Antloquenos  In  Columbia,  the  peo- 
ple from  Pyongan  In  North  Korea,  and  Mennonites  and  Mormons  In  the 
United  States. 

The  influence  of  family  values  In  determining  whether  or  c*t  one 
perceives  entrepreneurship  as  desirable  ia  a  dominant  >ne,  and,  though 
a  family  exists  within  a  particular  culture,  there  are  variations 
between  families.    One  way  to  gauge  the  effect  of  family  0n  the  value 
attributed  to  entrepreneurship  is  to  examine  the  data  on  the  parents 
of  company  formers.    Studies  of  company  formations  in  a  variety  of 
industries  and  locations  in  the  United  States  place  the  percentage  of 
company  formers  found  to  have  fathers/mothers  who  were  independent 
(company  owners,  free  professionals,  independent  artisans  or  farmers) 
between  50  to  58  percent.    This  compares  with  a  census  count,  of  less 
than  12  percent  of  the  U.S.  population  listed  as  self-employed.    In  a 
Northern  Italian  study,  the  percentage  of  entrepreneurs  with 
iadependent  parents  was  56  percent.    In  Carrol's  study  of  Filipino 
manufacturing  entrepreneurs,  the  percentage  was  74  percent;  in  Marris 
and  Somerset's  itudy  of  Kenyan  entrepreneurs,  80  percent;  in  Harris's 
study  of  Nigerian  entrepreneurs,  almost  89  percent;  Jones  and  Sakong's 
study  of  Korean  entrepreneurship,  almost  80  percent. 

The  data  follow  the  same  pattern  in  study  after  study  and  in  cul- 
ture after  culture.    Of  Upman's  Bogotan  entrepreneurs,  61  percent  had 
independent  fathers;  Roubidoux's  Quebecols  68  percent;  Sayigh'a 
Lebanese  entrepreneurs,  74  percent;  Haameed's  Sudanese  industrial 
entrepreneurs,  70  percent;  and  Finney's  Gorokans  of  New  Guinea  show  a 
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high  incidence  of  fathers  who  could  be  interpreted  to  be  relatively 
^dependent  \n  terms  of  tribal  position.    Borland  found  that  the  vari- 
able mosr  positively  associated  with  a  buaineas  student's  declared 
expectation  or  desire  to  start  a  company  was  whether  the  student 'a 
fathf.r  had  been  an  independent  businessman,  farmer,  professional,  or 
artinan* 

Other  influences  on  an  individual's  value  system  Include  peers 
and  influential  others,  those  with  whom  the  individual  iJentifies*  A 
rather  dramatic  example  of  the  latter  is  the  influence  of  the  behavior 
and  dress  of  popular  rock  stars  on  the  values  of  some  teenagers* 
Influential  others  include  teachers,  mentors,  respected  public 
figures f  and  writers* 

Perceptions  of  feasibility— Whether  or  not  an  Individual  per- 
ceives a  particular  path  of  action  as  feasible  is  really  a  question  of 
credibility*    An  individual  munt  be  able  to  realistically  imagine 
him/herself  going  through  the  action  of  starting  and  operating  a  com- 
pany for  the  act  to  be  seen  as  feasible*    Perceptions  of  feasibility 
corns  about  as  an  amalgam  of  knowledge,  resources,  and  the  assurances 
that  come  from  respecteu  individuals  or  from  observing  the  actions  of 
others  like  oneself* 

Know-how  gained  from  personal  experience  in  a  particular  business 
or  from  formal  education  contributes  to  an  Individual's  perception  of 
the  feasloility  of  starting  a  particular  business*    Relevant  know-how 
comes  in  different  forms*    Individuals  tend  to  start  business  in  the 
fields  in  which  they  have  worked*    People  who  work  In  small  businesses 
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or  In  •■all  corporate  division*  are  ■ore  likely  to  start  bualneaa  than 
those  who  work  In  large  ones;  because  they  gain  familiarity  with  the 
whole  bualneaa  process  which  makes  the  thought  of  a tar ting  a  bualneaa 
much  no re  feasible*    Individuals,  who  have  had  customer  contact,  are 
found  more  frequently  among  those  who  start  businesses  than  those  who 
haven't;  famlllsrlty  with  the  marketplace  adda  to  perceptions  of 
feasibility. 

Obviously,  the  availability  of  resources  Is  a  powerful  Influence 
on  one's  perceptions  of  the  feaelblllty  of  starting  a  company.  The 
relevant  resources  included  financial  reeourcee  in  the  fore  of 
personal  ssvings,  credit,  and  equity  capital,  but  relevant  resourcss 
Include  equipment,  tools,  materials,  and  labor*    Entrepreneurs  work 
long  hours  because  they  are  substituting  their  own  labor  for  that  of 
othera;  this  is  known  ss  sest  equity*    The  personal  labor  of  the 
entrepreneur  ia  a  substitute  for  money . 

Perhaps  the  most  powerful  Influence  on  perceptions  of  the  feael- 
blllty of  forming  a  company  comes  from  the  observance  of  others  like 
oneself  who  have  formed  companies*    To  see  someone  like  yourself  do 
something  makes  it  much  more  likely  chat  you  can  Imagine  yourself 
doing  the  ssme  thing*    Once  Roger  Bannister  broke  the  four-minute  mile 
that  apparent    arrier  waa  surpassed  by  others  within  months*    It  is  no 
accident  that  such  a  high  proportion  of  entrepreneurs  have  parents  who 
are  Independent,  worked  for  email  businesses,  had  peera  who  atarted 
businesses,  or  are  members  of  regional,  ethnic  or  religious  groups 
indent  If  led  with  entrepreneur  ship.    This  is  not  s  dssslcal 
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case  of  rule  modeling*    It  Is  rather  a  case  of  seeing  someone  like 
yourself  who  did  It  who  Is  no  better  than  you  are*    Hundreds  of  Inter- 
views hava  elicited  the  statement,  "By  gosh!    If  he  can  do  It,  anybody 
can  do  It."    "I  did  everything  the  boss  did  except  take  home  the 
profits."    "I  went  to  school  with  him,  and  you'd  have  to  have  a  part 
of  your  brain  removed  to  be  as  dumb  as  he  1c.    If  he  can  do  it.."  What 
Jewish  or  Lebanese  kid  doesn't  have  at  least  one  stupid  relative  In 
business?    If  he  can  do  It.... 

Summarizing  the  company  formation  process — The  company  formation 
process  Is  one  that  begins  with  a  situation  In  which  an  Individual  or 
group  of  Individuals  Is  forced  from  or  decides  to  change  to  a  new  life 
path*    The  situations  are  as  varied  as  life  Itself,  but  more  people 
respond  to  negative  displacements  than  positive  ones*    A  particular 
situation,  however,  elicits  different  responses  from  different 
Individuals*    Among  a  group  of  refugees,  one  person  might  respond  to 
the  situation  by  resignation  while  another  undertakes  the  formation  of 
a  company*    The  choice  of  response  Is  a  product  of  an  Individual's 
perceptions  of  the  desirability  and  feasibility  of  various 
alternatives,  and  those  perceptions  are  Influenced  by  the  Individuals' 
cultural  antecedents,  family,  peers,  education,  and  experiences* 

The  company  formation  process  Is  nicely  shown  by  considering  the 
fact  that  many  successful  entrepreneurs  have  tried  and  failed  at  least 
once*    Henry  Ford  failed  completely  twice*    Consider  the  Individual 
who  has  failed  In  an  entrepreneurial  venture*    That  failure  Is  a  uajor 
displacement  In  the  failed  entrepreneur's  life  path,  but  now  the 
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Individual  has  learned  a  great  deal  abouC  Che  dealrablllty  and  feaal- 
blllty  of  being  an  entrepreneur.    It  Is  common  to  find  three  year* 
after  a  failure  that  the  entrepreneur  is  ready  for  another  venture, 
and  thla  cine  there  Is  a  higher  level  of  know-how  (e.g.  mVm  going  to 
lease  everything").    This  time  chere  is  a  differenc  level  of  percep- 
clon  of  Che  desirabillcy  of  being  in  business  for  oneself  (e.g»  "I 
can't  really  work  for  anyone  else  anymore"). 

Entrepreneurial  Psychology 

I  have  said  nochlng  of  che  psychology  of  enCrepreneurs.    Ic  la 
not  by  oversight.    The  more  I  study  entrepreneurs,  the  more  I  am 
Impressed  by  the  great  variety  of  kinds  of  people  who  are  entrepre- 
neurs, and  the  more  I  tlnd  It  difficult  to  be  satisfied  with  simple 
psychological  profiles.    Entrepreneurs  are  not  born,  they  are  devel- 
oped.   The  great  majority  of  people  are  capable  of  being  made  more 
entrepreneurial* 

If  I  had  to  pick  the  dominating  motivation  of  the  entrepreneur, 
it  is  Independence.    Ask  a  complaining  entrepreneur  how  much  money 
would  make  him  opt  to  be  a  manager,  and  50  percent  will  reject  the 
thought  out -of -hand,  while  the  majority  of  the  remainder  will  name 
some  ridiculous  figure  like  five  Co  100  times  currenC  earnings,  and 
mention,  by  the  way,  "And  I'm  in  charge."    Entrepreneurs  are  charac- 
terized by  a  strong  Internal  locus -of ^control ,  chaC  la  chey  see  thea- 
selves  as  being  in  control  of  their  own  lives  (but  so  do  managers). 
Entrepreneurs  are  also  characterized  by  a  high  tole ranee - 
for-amblguity ;  an  entrepreneur  can  issue  checks  on  Friday  and 
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ttpend  Che  weekend  scurrying  around  Co  find  money  Co  cover  the  checks* 
Entrepreneurs  are  denoted  by  high  energy  levels*    But  many  of  these 
characteristics  are  learned  behaviors* 

What  Can  Be  Done  About  It 

There  are  very  direct  ways  In  which  a  community,  can  enhance 
entrepreneurshlp.    Think  about  the  company  formation  process*  More 
companies  are  generated  out  of  small  businesses  than  out  of  large 
ones*    By  attracting  desirable  small  businesses  Instead  of  corporate 
divisions  to  a  community  you  can  raise  the  probability  of  new  com- 
panies forming  as  well  as  acquire  the  requisite  diversity  that  makes  a 
community  Invulnerable  to  unexpected  events*    The  more  small  busi- 
nesses In  a  community,  the  more  likely  It  Is  that  you  will  have  more 
formations*    Communities  have  been  missing  a  golden  opportunity  to 
attract  the  best  of  the  country's  small  businesses  with  the  lure  of 
financial  support  during  this  period  of  cash  flow  problems  by  offering 
them  the  kind  of  financing  we  offer  the  Hondas,  Chryslers,  and 
International  Harvesters* 

Once  the  company  formation  process  becomes  apparent  In  a  com- 
munity, the  more  likely  It  Is  that  new  companies  will  form*  Small 
companies  beget  more  companies ,  and  company  formations  trigger  more 
company  formations*    There  Is  often  an  epidemic  quality  about  the 
process*    It  Is  no  accident  that  we  witness  flurries  of  splnouts  from 
major  corporations*    Each  splnout  becomes  a  credible  example  to  the 
people  left  behind*    Each  observed  formation  serves  the  same  purpose 
for  others  In  the  community*    It  Is  a  pervasive  feeling  of  entrepre- 
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neurship  going  on  'all  around1  which  denotes  Midland,  Texas,  and  helps 
to  explain  the  numbers  of  company  formations  found  there* 

The  local  economic  environment,  particularly  the  way  a  commu- 
nity's financial  people  respond  to  new  and  different  companies,  has  a 
critical  impact  on  whether  or  not  new  companies  will  be  formed.  In 
several  studies  comparing  growing  and  stagnating  cities,  we  found  a 
distinct  difference  In  the  way  local  bank  loan  officers  and  Investors 
responded  to  requests  for  loans  and  requests  for  investments  In  new 
and  different  companies.    Lively  cities  had  lively  financial  people. 
In  the  lively  cities  (and  banks),  financial  people  were  far  more  like- 
ly to  take  an  active  Interest  in  new  and  different  companies  than 
those  in  cities  that  were  not  growing.    Uvely  cities  were  denoted  by 
an  orientation  towards  success  rather  than  an  interest  in  hedging 
against  failure.    There  was  a  distinctly  greater  readiness  to  lend  or 
Invest  in  new  and  different  companies  coupled  with  a  requirement  for 
far  less  security  in  the  lively  cities.    There  was  a  far  greater  tend- 
ency to  take  an  active  part  In  structuring  a  new  business  to  succeed 
in  the  lively  cities.    In  the  stagnating  cities  Investors  were  far 
more  reluctant  to  lend  or  invest,  and  had  a  tendency  to  structure 
loans  and  investments  for  maximum  security  in  case  of  failure. 

A  f Inancl tX  environment  can  be  modified,  particularly  at  the 
local  level.    Most  loc  *ers,  like  most  people  In  any  field,  tend 

to  stick  to  the  kinds  of  things  with  which  they  are  familiar.  How- 
ever, local  bankers  would  really  like  to  be  more  responsive  than  they 
are  given  credit  for,  and  the  attitudes  and  practices  of  local  finan- 
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clal  people  can  be  Influenced  through  awareness  and  education*  Whure 
the  local  financial  community  Is  not  amendable  to  change  It  s»y  be 
possible  to  Invite  In  others  from  the  outside. 

The  prlasry  effect*  of  the  political -legislative -administrative 
environment  on  entrepreneur ship  is  negative.    Political  Ideologies  are 
expressed  through  law  and  regulation,  and  they,  In  turn,  act  to 
prevent  entrepreneurshlp  or  sake  It  difficult.    The  clearest  example* 
are  found  In  totalitarian  states ,  especially  those  In  the  Co— mist 
orbit.    Where  businesses  are  forbidden  by  law,  entrepreneurshlp  Is 
drastically  reduced  and  pushed  Into  the  underground,  and  every 
Communist  country  has  a  large,  underground  entrepreneurial  economy;  In 
fact  they  can't  function  without  that  second  economy.  Where 
entrepreneurs  are  considered  with  suspicion  or  contempt,  and  that  is 
translated  Into  taxes  or  regulations  that  severely  curtail  the 
possibility  for  company  formation,  formations  are  very  few  Indeed. 
Many  Third  World  countries  fall  Into  the  latter  category,  but  so  do 
hlghl}  developed  countries  like  those  In  Scandinavia. 

Unfortunately,  efforts  to  positively  Influence  company  formations 
through  modifications  of  the  political -legislative-administrative 
environment  have  not  proven  to  be  very  effective.    The  experience  of 
the  past  several  years  with  Interventions  ranging  from  set-asldes  to 
direct  financing  has  not  been  very  encouraging.    Fcr  example,  despite 
extensive  efforts  there  has  been  no  significant  enlargement  of  the 
pool  of  minority  business.    The  political  process  has  been  used  with 
some  success  to  remove  legal  and  administrative  barriers  to  entry 
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(e.g.  anti-trust  legislation)  an  I  to  structure  taxes  to  make  Invest- 
ment In  new  businesses  more  attractive,  but  the  resulting  effects  on 
company  formations  have  yet  to  be  jemonst rated.    Economist j  and  poli- 
ticians are  constantly  pressing  for  policies  and  legislation  that 
would  provide  Incentives  for  Investment  In  new  businesses,  but  there 
Is  little  evidence  that  they  have  affected  the  rate  or  volume  of  new 
company  formations.    To  Illustrate,  we  presented  an  Investor  with  a 
set  of  Investment  situations  and  asked  what  the  effect  of  a  tax  policy 
permitting  ro) lover  of  capital  gains  from  one  Investment  to  another 
would  have  on  his  decisions?    The  answer  was  very  revealing*  He 
stated  that  he  favored  the  policy  in  general,  however,  it  would  not 
change  any  of  his  specific  Investment  decisions  I 

There  Is  an  area  that  lies  between  the  economic  and  political 
elements  in  the  environment*    Public  bodies  can  make  resources  avail- 
able in  the  form  of  various  kinds  of  financing,  but  public  bodies  tend 
to  be  incompetent  flnancers  of  private  sector  ventures*    The  record  is 
replete  with  the  creation  of  public  Institutions  to  finance  -risky** 
new  businesses*    Invariably  they  become  more  conservative  than  private 
Investors  because  of  the  necessary  requirement  to  defend  their  deci- 
sions before  legislatures  with  amnesia*    Public  resources  In  the  form 
of  abandoned  military  bases,  empty  schools  or  municipal  buildings,  and 
closed  down  plants  can  be  supplied  as  Incubator  facilities  to  entre- 
preneurs or  small  companies  from  other  areas*    Sometimes  the  pur- 
chasing power  of  public  bodies  can  be  used  to  help  desirable  new 
companies  to  get  established,  but,  here  again,  the  record  Is  not  too 
encouraging* 
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CASH  TRANSFERS  AND  COMMUNITY  ECONOMIC  DEVELOPMENT 
Gene  F*  Summers  and  Thomas  A*  Hlrschl* 

Introduction 

The  practice  of  deferral  of  earned  income  among  wage  earners  was 
Institutionalized  by  government -administered  retirement  progams  and 
private  pension  programs  In  the  1930s*    In  Europe  this  movement  began 
earlier  but  in  the  United  States  It  became  formalized  as  part  of  the 
"New  Deal***    By  the  1960s,  the  deferral  of  earned  Income  to  age  65 
Involved  enough  people  that  It  became  a  significant  force  In  American 
society* 

Older  citizens  are  guaranteed  a  right  to  consumption  based  on  the 
deferral  of  Income  from  earlier  years  of  employment*    Moreover,  they 
are  free  to  exercise  that  right  In  any  community  of  their  choice* 
Many  have  chosen  the  warmer  climates  of  the  South  and  Southwest,  but 
they  account  for  only  a  small  percentage  of  the  growing  cohort  of 

Gene  F*  Summers  and  Thomas  A*  Hlrschl  are  professor  and  research 
assistant,  respectively*  Department  of  Rural  Sociology,  University  of 
Wisconsin-Madison.    The  preparation  of  this  manuscript  was  supported 
by  the  College  of  Agricultural  and  Life  Sciences,  University  of 
Wisconsln-Madlson ,  and  the  Wisconsin  Experiment  Station,  Hatch  Project 
C071,  Gene  F*  Summers,  Principal  Investigator*    We  wish  to 
acknowledge  the  helpful  comments  of  John  Bain,  Leonard  Bloonqulst, 
Glenn  Fugultt,  Glen  Pulver,  Ron  Shaffer,  and  Paul  Voss. 
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"retired  persons."    The  nonmetropolitan  countryside  has  been  the 
preferred  destination  of  those  leaving  major  urban  centers*  The 
residential  preferences  of  this  growing  and  reasonably  well -financed 
segment  of  American  society  have  contributed  to  the  population 
turnaround  of  many  rural  communities  (Beale,  1975-1976;  Blggar,  1979; 
Ploch,  1978;  Sofranko  and  Williams,  1980;  Williams,  1980;  and  Voss  and 
Pugultt,  1979). 

Retirees  with  their  deferred  Incomes  aro  the  equivalent  of  a 
major  new  basic  Industry  for  some  communities.    Bluestone  reports  that 
between  1968  and  1975  there  were  1,010  counties  where  the  leading 
source  of  Income  growth  was  net  cash  transfer  payments  (Bluestone, 
1979),  approximately  one-third  of  all  U.S.  counties.    The  Impact  of 
this  trend  is  further  strengthened  by  the  fact  that  approximately  half 
of  the  retirees  have  additional  Income  from  property,  Investments , 
private  pensions  and  other  nonwage  sources.    For  example,  Hewitt  and 
associates  found  that  in  two  Wisconsin  counties,  80  percent  of  the 
retirees  had  Social  Security  cash  transfer  income,  62  percent  had 
investment  Income,  46  percent  had  job  pension  income  and  47  percent 
had  other  forms  of  nonwage  Income  (Hewit,  et  al,  1968). 

The  importance  of  transfer  payments  and  related  nonwage  Income 
receives  much  of  Its  strength  from  the  demographic  processes  which  are 
reshaping  population  characteristics  in  developed  nations.  Life 
expectancy  is  increasing  and  a  larger  percentage  of  people  are  living 
:o  retirement  age.    Moreover,  those  who  reach  retirement  are  living  to 
'enjoy"  more  years  of  their  earned  leisure,  financed  by  deferred 
ncome  and  property  incomes. 
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Figures  released  by  the  Population  Reference  Bureau,  Inc.  (1982) 
thaw  quite  clearly  the  aging  of  population*  in  developed  nation*.  In 
aggregate,  the  "more  developed"  veglona  and  countries  of  the  world 
have  U  percent  of  their  population  65  years  of  age  and  older.  In 
"less  developed"  regions,  the  figure  Is  4  percent;  and  If  China  Is 
excluded,  It  Is  3  percent.    In  North  America,  the  elderly  sake  up  11 
percent  of  the  population;  In  Western  Europe,  liperceat;  In  Northern 
Europe,  14  percent;  In  the  USSR,  10  percent.    By  contrast,  those  65 
and  over  constitute  only  3  perctnt  of  Africa's  population,  3  percent 
of  Kiddle  America,  3  percent  of  Tropical  South  Aaerica,  end  3  percent 
of  South  East  Asia. 

There  is  also  a  fundamental  restricting  of  the  economies  of 
developed  nations  which  can  be  seen  as  a  shift  from  goods -producing  to 
nongoods -producing  activities.    While  it  most  certainly  id  true  that 
developed  nations  will  continue  to  extract  natural  resources  from  the 
land  and  process  some  of  them  Into  consumable  commodities,  these  acti- 
vities no  longer  dominate  the  economic  landscape.    Future  growth  in 
developed  nations  will  not  come  from  these  traditional  sources  of 
employment,.     In  fact,  many  traditional  goods  -producing  industries  are 
already  in  absolute  decline  as  employers  and  or hers  are  barely  holding 
their  own  or  even  growing  at  less  than  the  national  rate*    The  United 
States  is  not  alone  in  experiencing  this  shift. 

*  recent  study  by  James  N.  Ypsllantla  of  the  International  Labor 
0    Lce  in  Geneva  shows  that  in  12  of  14  Industrialized  nations  there 
was  s  decline  In  agri cultural  employment  over  the  decade  of 
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1972-1982.    Japan  lost  1,980,000  agricultural  jobs,  729,000  disap- 
peared in  France,  520,000  in  the  Federal  Republic  of  Germany,  151,000 
in  Finland,  79,000  in  the  United  States ,  62,000  in  the  United  Kingdom, 
47,000  in  Sweden,  42,000  in  Belgium,  37,000  in  Norway,  36,000  in 
Switzerland,  28,000  in  Australia,  and  17,000  in  the  Netherlands.  Only 
in  Ca>n.da  and  New  Zealand  waa  there  an  Increase  in  agricultural 
employment,  43,000  and  12,000  respectively. 

Mining  was  more  mixed,  perhaps  reflecting  the  thrust  toward 
greater  energy  independence  following  OPEC  actions  in  1973.    In  the 
United  States,  Canada,  Australia  and  Norway,  there  was  a  rise  in 
mining  employment,  ranging  from  513,000  in  the  United  States  to  4,000 
in  Norway.    New  Zealand  was  unchanged.     In  the  other  nine  developed 
nations  mining  jobs  were  lost. 

Manufacturing  also  had  a  checkered  gain-loas  pattern  over  the 
decade;  five  nations  gained  in  manuf acting  employment  and  nine  lost. 
The  largest  gainer  was  the  United  States,  1,874,000  jobs,  followed  by 
Canada  with  297,000.    Considerably  below  that  were  New  Zealand  with 
29,000;  Japan  gained  20,000  and  Finland  14,000.    The  most  severe 
decline  was  in  the  United  Kingdom  where  1,747,000  manufacturing  jobs 
disappeared.    Losses  in  the  other  natlona  were  quite  substantial: 
683,000  in  the  Federal  Republic  of  Germany,  536,000  in  France,  275,000 
in  Belgium,  163,000  in  Switzerland,  121,000  in  the  Netherlands,  73,000 
In  Australia,  and  57,000  in  Sweden. 

In  marked  contrast,  employment  increased  in  all  branches  of  the 
service  sector  of  the  14  nations  covered  by  the  IU)  study.  Community, 
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social,  and  personal  services  were  the  moat  outstanding  providers  of 
new  jobs.    They  created  work  for  -7,236,000  people  in  the  United  States 
with  the  smallest  gain  of  56,000  being  recorded  In  New  Zealand. 

Eetall  trade,  restaurants*  and  hotels  together  ranked  second  as  a 
source  of  new  employment.    Again,  the  United  States  had  the  lergeat 
growth ,  3,951,000  new  jobs,  and  the  smallest  gain  In  this  service  sec- 
tor occurred  In  Switzerland  with  7,000  new  jobs.    Financing,  Insur- 
ance, and  business  services  alao  contributed  in  large  measure  to 
Increased  employment.    Over  the  decade  under  review,  2,827,000  addi- 
tional American  workers  found  employment  In  this  sector,  1,830,000 
Japanese;  481,000  French;  269,000  British;  210,000  Canadian;  156,000 
Australlsn;  120,000  West  German;  100,000  Dutch;  68,000  Swedish;  53,000 
Finnish;  51,000  Belgian;  37,000  Norwegian;  28,000  Swiss;  snd  23,000 
New  Zealanders. 

For  the  United  States,  the  balance  sheet  of  traditional, 
goods -producing  versus  service -producing  sectors  overwhelmingly  favors 
the  latter.    Service  sector  employment  grew  by  14,014,000  from  1972  to 
1982  while  the  combined  gain  from  agriculture,  mining  and  manufac- 
turing was  2,308,000. 

It  is  In  the  context  of  these  major  facets  of  the  restructuring 
of  developed  nations  that  we  shall  consider  cash  transfer  payments  and 
community  economic  development. 
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Cash  Transfer  Payments  In  the  U.S. 

Major  Income  Source 

Ca»h  transfer  paymenta  are  an  Increasingly  important  source  of 
personal  Income  la  the  United  States.    These  payments  include  aodal 
aecurity,  medicare,  military  retirement,  unemployment  Insurance,  and 
public  assistance.    A  recent  report  by  Hoppe  and  Saupe  (1982) 
Indicates  that  In  1950,  transfer  payment a  accounted  for  about  7 
percent  of  U.S.  personal  Income,  by  1960,  the  share  had  rlaen  to  9 
percent  and  by  1977  almoat  14  percent.    In  nonmetropolltan  areaa  the 
percentage  was  even  higher,  16.1  percent.    When  nonmetropolltan  areaa 
are  divided  by  regions,  as  defined  by  the  U.S.  Bureau  of  the  Census, 
the  portion  of  personal  income  from  transfer  payments  Is  over  20 
percent  In  the  ald-Atlnntlc  and  East  South  Central  (Brlggs  and  Rees, 
1982).    Because  of  their  ai?^  and  growth,  it  is  imperative  when 
considering  community  economic  development  that  particular  attention 
be  given  to  cash  traasfer  payments. 

Bear  in  mind  that  communities  where  transfer  payments  are  a  large 
share  of  personal  income  are  not  "welfare  havens."    Public  assistance 
payments  do  not  exceed  two  percent  of  personal  incoae  In  any  region  of 
the  nation.    Retirement  and  related  programs  aade  up  two-thirds  of  the 
transfer  payments.    Half  of  all  cash  transfer  payments  in  1977  were 
made  through  general  retirement  programs,  i.e.,  social  security  and 
medicare.    Specific  employee  retirement  programs  contributed  another 
16.4  percent. 
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The  difference  la  dollsr  volume  between  retirement  sad  public 
ssslstence  program  1«  not  the  only  fsctor  distinguishing  thee.  Pub- 
lic est  1st mce  1*  en  Incoae  aeintenence  instrusmut  end  usually  pay- 
eente  ere  st  e  minimal  level,  on  the  assumption  thet  Interruption*  In 
Income  esroicgs  ere  tempore  ry.    Therefore,  communities  with  substan- 
tlel  public  assistance  payments  ere  likely  to  be  experiencing  employ- 
ment declines.    Consequently,  public  eeelstence  payments  ere  not 
properly  seen  ee  potentlel  developaent  instruments.    By  contrsst. 
trsnsfei:  payments  which  coae  froa  deferaent  of  Incoae  ueuelly  Involve 
larger  per  ceplts  peyaents  end  often  recipients  elso  have  property 
Incoae.    When  considered  In  sggregste  they  constitute  e  sub stent lei 
proportion  of  totel  personal  Incoae  and  communities  with  e  high 
proportion  of  Incoae  In  retlreaent  trsnefer  peyaents  do  not  suffer 
froa  reduction  In  per  capita  incoae.    Consequently,  trsnefer  peyaents 
froa  deferred  Incoae  funds  end  linked  property  Incoae  often  constitute 
s  source  of  aoney  for  economic  development. 

When  other  sources  of  unesrned  Incoae,  such  aa  dividends , 
Interest  snd  rent,  ere  added  to  each  trsnsfers,  a  startling  reality 
results.    Unesrned  Incoae  sccounted  for  3L  percent  of  totel  personal 
Incoae  of  the  nation  In  1977  (Brlggs  and  Bees,  1982).    "The  non- 
aetropolltan  sreaa  of  North  Deittta,  Nebraska,  end  Massachusetts  gained 
over  40  percent  of  their  personal  Incoae  froa  lnvestaent  sources  and 
trsnefer  payments  In  1977.**  (Brlggs  and  Sees,  1982:1661)    In  the 
fringe  counties  of  large  Florida  SMSAa  the  percentage  was  sbove  SO. 
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Communities  receiving  transfer  payments  can  expect  that  approxi- 
mately an  equal  amount  of  "investment"  Income  will  be  added  to  the 
local  economy  because  the  recipients  of  transfer  payments  generally 
have  other  sources  of  unearned  income.    There  is  regional  variation  In 
the  ratio  of  investment  Income  to  transfer  payments,  of  course.  In 
the  old  Industrial  belt,  Appalachla  and  parte  of  the  "old  South,** 
transfer  payments  exceeded  Investment  Income  by  5  to  10  percentage 
points.    But  In  most  states  of  the  West  North  Central  region  Invest- 
ment i-zzzz  exceeded  transfer  payments,  i.e.,  Iowa  ,  Kansas, 
Minnesota,  Nebraska,  North  Dakota  and  South  Dskota.    Even  so,  transfer 
payments  accounted  for  15.8  percent  of  personal  Income  in  the  non- 
metropolitan  areas  of  the  region  as  a  whole.    The  point  to  be  noted  is 
that  cash  transfer  payments  are  associated  with  other  nonwage  incomes 
and  can  make  a  significant  contribution  to  the  Income  and 
job -gene rating  capacity  of  many  local  economies.    Brlggs  and  Bees 
(1982)  conclude  that  "the  heretofore  unexplored  role  of  unearned 
income  (including  transfer  payments)  has  grown  in  the  1970s  as  a 
direct  stimulus  to  nonmetro  poll  tan  development  (p.  1665).** 

Jobs  Follow  People 

Jobs  follow  people,  especially  people  with  money.    For  many  years 
economic  geographers  have  had  the  idea  that  people  follow  jobs.  While 
sometimes  that  is  an  accurate  description  of  migration  patterns,  Its 
obverse  is  aluo  true  and  ofr.en  overlooked.    An  aging  population,  which 
generates  more  retirees  with  reasonable  incomes  who  chose  to  live  in 
nonmetropolltan  areas,  can  shift  the  demand/supply  ratio  for  consumer 
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goods  and  services  asking  rural  coanunltles  strong  markets*  Transfer 
payments  are  a  significant  element  shaping  the  demand.    Where  the 
demand  /supply  ratio  becomes  favorable :  other  sources  of  capital  and 
labor  often  follow,  stimulating  economic  growth  and  population  revlta- 
llzstlon  through  net  migration  of  younger  adults* 

A  recent  study  by  Pugultt  and  Tordella  (1980)  provides  data  which 
lend  support  to  the  Idea  that  jobs  (and  younger  people  to  fill  them) 
follow  retirees*    In  1950-60  the  nonmetropolltan  areaa  of  all  four 
major  census  regions  of  the  United  itates  had  a  negative  net  migration 
of  persons  of  all  ages.    By  the  decade  of  the  1960s  this  net  mlgrstlon 
had  turned  positive  for  persons  65  and  over*    Nonmetropolltan  areas 
were  gaining  more  retirees  thsn  they  were  giving  up  to  metropolitan 
areaa*    But  the  net  migration  remained  negative  for  persons  less  than 
65  In  Lonmetropolltsn  areas  of  all  four  regions*    However,  from 
1970-1975  the  net  mlgrstlon  of  persons  less  than  65  became  positive 
and  nearly  equal  to  the  rate  for  the  65  and  over  component*    Thus,  It 
appears  the  migration  of  working  age  famlllea  lagged  behind  the 
retirees  by  seversl  yesrs,  which  can  be  Interpreted  aa  a  typic.il  sup- 
ply response  lag* 

Job  Creation  Effect 

Further  evidence  of  the  Importance  of  transfer  payments,  and 
other  nonwage  Income,  for  community  economic  growth  comes  from  studies 
by  Harmston  (1979),  Doeksen  snd  Lenard  (1980),  Smith  et.  al  (1981), 
Hlrachl  and  Summers  (1982),  Bain  (1982),  and  McNulty  (1977)*  All 
theae  analyses  are  concerned  with  the  Impact  of  transfer  payments 
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on  local  markets  and  thereby  reveal  some  of  the  Internal  dynamics 
Uniting  transfer  payments  to  job  creation. 

The  first  two  reports  are  case  studies  of  the  Impacts  of  an 
elderly  population  on  rural  communities.    In  his  study  of  Vandalla, 
Missouri,  Harms ton  (1979)  found  that  retirement  cash  transfers  consti- 
tuted a  substantial  basic  Industry  representing  a  net  money  flow  Into 
the  local  economy  and  that  these  transfer  payments  had  a  multiplier 
effect  of  2.22  on  the  local  economy.    Tor  tills  particular  small  com- 
munity retired  people  represent  the  equivalent  of  a  substantial  export 
Industry.    Their  Impact  could  be  enhanced  at  least  a  third  by  appro- 
priate local  action  to  cut  down  on  lealceage  of  their  expenditure. " 
(1979:12) 

Doeksen  and  Lenard  (1980)  demonstrate  that  the  elderly  in  a 
Central  Oklahoma  community  generated  about  $10  million  Income  In  a 
community  whose  total  population  was  estimated  at  8,358  with  1,754 
persons  65  and  over.    Net  direct  Income  added  to  the  local  economy  by 
the  elderly  was  calculated  to  be  $5,049,652.    By  applying  a  multiplier 
of  1.94,  the  total  effect  was  estimated  at  $9,947,814. 

Three  other  studies  of  the  Impact  of  transfer  payments  employed 
the  regression  type  economic  base  multiplier  model.    Smith  and  associ- 
ates (1981)  developed  an  estimated  a  regression  economic  base  model 
which  Included  all  sources  of  employment  and  transfer  payments, 
"except  those  profits,  Interest,  and  property  Incomes  derived  from 
external  investment,  Income  In  kind,  private  transfers,  or  gifts" 
Smith  et.  al.,  1981:19-20).    Data  from  110  nonmetropolltan  Kentucky 
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counties  xor  1970  were  used  co  estimate  coefficients*    They  report 
that  "one  job  restate  from  each  $4,425  of  Income  transfer . "  (1981:20) 
However,  this  effect  nay  be  somewhat  overstated  because  ths  no  del  does 
not  Isolate  associated  transfers  of  in-kind  income  such  as  food  stamps 
and  medicaid  benefits  and  excludes  some  property  Incomes  known  to  be 
associated  with  transfer  payments* 

Hirachl  and  Summers  (1982)  estimated  a  model  using  only  four 
major  employment  sectors  and  found  similar  results*    The  basic  employ- 
ment sectors  ver<*  agriculture,  manufacturing,  inter -governmental 
transfer  pay  texts,  and  Old  Age  and  Survivor 'a  Insurance  (0AS1) 
revenues  (the  major  component  of  Social  Security  payments)*  The 
dependent  variable  was  nonbaslc  employment  change*    The  model  was 
estimated  using  data  from  170  randomly  selected  nonmetropolltan  U*S* 
counties  tor  the  years  1959-1970*    The  results  indicate  that  $3,984  In 
OASI  payments  are  sufficient  to  create  one  nonbaslc  job  in  the  local 
economy  whereas  $91,743  In  manufacturing  payroll  or  $64,516  In 
agricultural  payments  would  be  needed  to  produce  the  same  job*  As 
with  Smith  et*  al,  the  authors  caution  that  the  effect  may  be 
overstated  because  of  associated  Income  (transfer  and  Investment)  not 
explicitly  specified  in  the  model* 

Bain  (1982)  made  a  multiple  regression  analysis  of  rural  counties 
In  Wisconsin  over  a  15-year  period  to  access  the  associated  changes 
that  retail  sales  had  with  changes  in  transfer  payments,  earned 
Income,  and  property  Income*    The  results  show  that  growth  in  retail 
sales  are  associated  with  transfer  payment  changes  by  a  factor  three 
times  greater  than  either  of  the  other  types  of  income* 
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In  a  cine  series  analysis  covering  a  19-year  period,  McNulty 
(1977)  also  reports  positive  effects  of  cash  transfer  payments  on 
income  gains  In  service  sector  Income  changes*    However,  the  regres- 
sion coefficient  for  property  Income  was  approximately  twice  as  large* 
Since  the  data  used  came  only  from  metropolitan  areas  and  Smith  et*  al 
(1981)  have  shown  that  multipliers  are  sensitive  to  the  sice  of  com- 
munity, some  caution  is  in  order* 

In  spite  of  limitations  unique  to  each  of  these  studies,  they  all 
point  to  a  similar  conclusion*    Cash  transfer  payments  are  potential 
economic  development  instruments  for  local  communities*    Together  with 
investment  Income  they  ars  a  source  of  money  community  development 
plannera  must  come  to  reckon  as  part  of  a  community's  economic  base* 

Capturing  Transfer  Payments 

Transfer  payments,  and  associated  Investment  Income,  are  nearly 
one-third  of  the  total  personal  Income  In  the  United  States*  Any 
serious  effort  to  achieve  commmunlty  economic  development  must  con- 
sider these  funds*    Studies  clearly  document  the  potential  positive 
effects  of  transfer  payments  on  local  employment  and  Induced  Income 
generation*    Thus,  to  incorporate  these  resources  Into  a  comprehensive 
community  economic  development  plan,  It  is  Important  to  consider 
methods  for  capturing  transfer  payments* 

There  are  at  least  four  ways  that  transfer  payments  can  positive- 
ly affect  a  local  economy*    They  can  directly  Increase  the  deacnd  for 
goods  and  services  in  local  markets*    They  can  be  used  directly  as  a 
source  of  investment  funds  for  local  enterprises.  Aggregated 
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reg  .onally  and  nationally,  they  constitute  a  growing  market  for  expor- 
table gocda  and  services.    Similarly,  in  aggregate  they  are  enormoua 
capital  pools,  which  can  provide  development  funds  for  local 
projects v 

Capture  Consumer  Spending 

When  considering  transfer  payments  and  property  Incomes  as  a 
money  supply  for  community  economic  development,  the  typical  mental 
path  leads  Immediately  to  the  goods  and  services  demanded  by  local 
residents  who  are  "on  social  security  and  pensions *M    And  this  la  a 
proper  response  given  the  increaaed  number  of  retirees  In  moat  local 
communities.    These  peopJe  do  demand  housing,  health  services*  retail 
Items,  personal  services,  and  banking  services.    Studies  of  consumer 
spending  behaviors  show  convincingly  that  elderly  people  spend  more  of 
their  Income  on  these  items  than  the  nonelderly.    Moreover,  they  are 
more  Inclined  to  make  their  purchases  in  the  local  market  whenever  the 
aupply  of  desired  goods  and  services  Is  available  (Doekaen  and  lenard, 
1980;  Harmston,  1979;  Bain,  1982,  and  Le  Baron,  1982).    By  making  the 
community  more  livable  for  elderly  persona,  more  of  these  dollara 
could  be  captured  In  the  local  economy. 

The  question  of  how  to  capture  these  transfer  payments  is  a 
standard  market  analysis  problem.    What  goods,  services,  and 
investments  are  purchased  by  recipients  of  transfer  payments?  Where 
are  these  purchases  currently  being  made?    Are  there  unmet  needs  of 
these  persons  which  are  sufficient  to  encourage  entrepreneural 
activity? 
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Many  coanunltles  already  are  responding  to  the  opportunities  with 
a  variety  of  creative  marketing  efforts  which  meet  the  needs  of  the 
elderly  and  at  the  same  time  stimulate  the  job  and  income  generation 
processes.    Home  delivery  of  all  sorts  of  services  is  one  arena  of 
Innovation  (or  Is  It  rediscovery  of  long  discarded  marketing  tech- 
niques).   For  example*  retirees  In  many  communities  can  now  obtain 
laundry  pick-up  and  delivery,  grocery  delivery,  hot  meals,  hair 
dressing,  bartering,  bouse  cleaning,  reading  of  newspapers,  magazines 
and  books,  and  other  personal  services  In  their  home*.  Health 
services  also  are  available  In  many  communities  on  a  home  delivery 
basis.    The  "visiting  nurse  program"  has  been  quite  successful  in  this 
regard.    But  there  is  much  more  opportunity  for  expansion  which 
requires  as  a  first  step,  the  recognition  that  home  delivery  of  health 
services  is  aot  Just  for  "old  people  on  welfare."  .The  vast  majority 
of  retirees  are  well  above  the  poverty  line  and  many  of  them  need  and 
would  benefit  from  home  delivery  of  more  para-medical  services. 

Ma 8 s  communication  can  be  used  creatively  to  enhance  retail  shop- 
ping by  elderly  who  find  mobility  a  constraint.    For  example,  in  Sauk 
Clty-Pralrle  du  Sac,  Wisconsin,  the  local  radio  station  has  a  regular 
morning  show  where  listeners  can  telephone  to  offer  goods  and  services 
or  to  solicit  them.    Participants  include  many  elderly  persons,  as 
well  as  local  merchants  and  other  community  residents. 

Housing  developments  for  the  elderly  can  be  much  more  than  the 
traditional  "old  folks  home."    Many  communities  have  condominium 
complexes  which  Incorporate  most  essential  basic  services.    One  such 
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development  in  Cape  Girardeau,  Missouri  la  a  fine  example.    One  roof 
covers  Che  condo-apsrtments,  grocery,  barber/beauty  shop, 
florlet-car-sandry  shop,  pharmacy,  cafeteria,  chapel,. a  hoapltal  wing, 
recreation  fecllltlee,  and  a  management  office  providing  assistance 
with  a  wider  range  of  personal  needs*    Ibis  Is  hardly  an  "old  folks 
home,-  even  though  the  realdente  are  all  retirees;  neither  Is  It  s 
high-rise  condo-complex  with  stereotypical  Impersonal  relations*  It 
la  an  embryonic  community* 

The  opportunities  for  creative  and  Imaginative  marketing  efforta 
to  provide  the  gooda  and  services  desired  by  local,  retired  residents 
sre  expandsble*    We  believe  the  potential  has  cot  been  exhausted;  no 
where  near  It*    However,  the  Income  and  job-creating  capacity  of 
transfer  payments  directly  In  the  local  consumer  market  Is  limited* 
But,  there  sre  other  ways  community  economic  development  planning  can 
capture  transfer  payments* 

Form  local  Capital  Funds 

In  1980  the  American  Assoclstlon  of  Retired  Persons  (AARP) 
created  the  AAKP  Money  Market  Trust  as  a  service  to  Its  members*  Two 
yeara  later,  the  trust  waa  the  fourth  largest  of  Its  kind  In  the 
United  States  with  assets  of  $4*1  billion*    There  were  650,000 
Investors  with  an  average  holding  In  exceess  of  $6,500*    These  are 
Investment  dollars  that  are  siphoned  out  of  local  economies  sod 
because  of  the  portfolio  of  money  market  funds,  vu.*v  little  of  this 
capital  flows  back  Into  local  economies  and  when  It  does,  the  cost  of 
capital  has  risen  several  points* 
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Capital  ahortagea  and  insufficient  capital  formation  la  fundamen- 
tally a  myth.    The  problem  la  sore  dlatrlbutlonal  In  character* 
epetially  and  sectorally.    To  aome  extent,  Increaaed  availability  of 
capital  for  local  enterprlae  development  requires  changes  in  banking 
and  taxation  policies  whxch  will  make  the  creation  of  local  capital 
funds  competitive.    Some  of  the*e  necessary  modifications  are  already 
underway.    But  even  with  the  Implementation  of  favorable  banking  and 
taxation  policies,  psychological  constraints  will  remain. 

Therefore,  one  of  the  challenges  to  community  economic  developers 
is  to  find  techniques  of  persuasion  and  cognitive  redefinition  to 
awaken  local  investors  to  the  possibilities  of  forming  local  capital 
funds  for  use  In  their  own  community.    The  local  banker  and  eevlnge 
and  loan  manager  would  be  an  early  convert*  but  not  neceeeerlly  the 
first,    local  entrepreneurs  need  to  believe  their  enterprise  Is  a 
worthy  investment  and  be  prepared  to  demonstrate  the  soundness  of 
their  enthusiasm.    Hence*  the  road  to  capturing  tranafer  payments  by 
forming  local  capital  funds  leads  one  through  a  consideration  of 
business  expansion  possibilities  and  new  business  formation 
potentials. 

Think  Globally,  Act  Locally 

In  the  aggregate,  regionally  and  nationally,  recipients  of  trana- 
fer payments  and  property  Incomes  are  a  strong  consumer  market  and  a 
significant  capital  funds  sources.    From  the  standpoint  of  any  partic- 
ular community,  economic  development  planning  should  go  beyond 
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thinking  only  of  tho»e  transfer  payment  and  property  incomes  received 
by  residents  of  thst  community.    It  is  wben  they  are  viewed  collec- 
tively, across  communities,  states,  and  nationally  that  their  real 
potential  is  revealed.    One  must  think  of  transfer  payments  and 
nonvsge  incomes  in  these  global  teras  in  order  to  take  effective  local 
action* 

Transfer  recipients  sre  consumers  of  goods  snd  services  and  while 
there  may  be  too  few  in  sny  single  community  to  support  a  locally 
oriented  enterprise;  collectively  they  are  a  substantial  export 
market r    Many  of  the  goods  and  services  consumed  and  used  by  retirees, 
the  elderly  snd  other  recipients  of  transfer  psyments  originate  from 
regional  centera.    And  these  need  not  be  lsrge  cities «    There  is  no 
particular  resson  why  a  nationally  circulsted  magazine  for  the  elderly 
must  be  published  snd  produced  in  New  York*    It  could  be  done  Just  as 
well  in  Baratoo,  Wisconsin.    One  could  make  the  same  srgument  for  vir- 
tually all  the  exportable  good  and  services  destined  for  the  trsnsfer 
payment  recipient  market* 

The  crucial  point  ia  to  recognize  the  fact  that  trsnsfer  payments 
and  linked  property  Incomes  are  one-third  of  personal  income  nation- 
wide.   Therefore,  when  thinking  about  attrscting  new  baelc  industries 
or  expanding  existing  firms,  one  ought  to  remember  that  this  market  is 
enormous  and  still  growing. 

Pension  funds  are  gigantic  capital  funda  sources  which  coscAinity 
economic  developers  should  identify  and  study  carefully.  Even  though 
the  fund  office  is  in  New  York,  Pittsburgh,  Houston,  or  Detroit, 
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there  is  no  resson  to  assume,  a  priori,  that  fund  managers  are  dlsln- 
tereated  In  developaent  projects  In  Potoal,  Khinelsnder,  Council 
Bluffs,  or  Billings,    While  managers  may  have  been  reluctant  to  con- 
sider email -scale  community  economic  development  projects  In  the  peat, 
there  sre  trends  tovsrd  decent  raiUst  Ion  of  people,  political  power, 
and  economic  actlvltlea  and  toward  encoursgement  of  self-help*  lbs 
menage rs  0f  pension  funds  have  not  eecaped  the  freeeuree  of  these 
trends • 

In  Wisconsin,  the  State  Employees  Retirement  Fund  la  now  commit- 
ted to  dedicating  $10  million  annually  to  economic  development  within 
the  stste.    Such  projects  nave  a  phyelcal  reality  which  maana  they 
will  be  located  in  aome  Wleconaln  community  or,  nore  probably,  several 
communities.    The  me«3ssge  to  community  developers  In  Vieconeln  la 
dear*    Communities  with  Informed  and  assertive  leaders  have  the  best 
chance  of  capturing  these  funds* 

Another  example  ccnes  from  Missouri*    The  Community  Hortgege 
Truet  has  recently  been  formed  In  St.  Louis  aa  a  joint  venture  of  the 
Homebuilders  Associstlon  and  the  Mercantile  Truet.    The  objective  Is 
to  bring  tcgather  pension  fund  offlciala  and  home  mortgage  lenders. 
According  to  Beth  Van  Uouten  of  the  Federal  national  Mortgage  Associs- 
tlon, this  is  "the  flrat  time  there  haa  been  a  concerted  effort  to 
bring  vsrloua  lendere  together  with  various  penelon  funda  and  to  try 
to  mix  snd  match  their  needs."  (AASP  Mews  Buletln,  January,  1983,  P. 
9) 
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To  capture  more  of  the  transfer  psyments  and  organize  then  for 
conunity  economic  development ,  It  is  eaaentlal  that  one  think  global- 
ly and  act  locally*    National  and  regional  trends  In  the  aire  and 
structure  of  transfer  payments  oust  be  studies  to  Identify  potential 
markets  and  capital  aourcea  which  can  be  translated  Into  local  eco- 
nomic development  strategy. 

Closing  Comment 

Current  sttempts  by  the  federsl  government  to  reduce  transfer 
payments  are  not  likely  to  significantly  reduce  them  as  a  component  of 
peraonal  Income*    ftibllc  aaslstsnce  programs  account  for  only  2 
percent  of  total  personal  Income*  roughly  15  percent  of  all  federally 
funded  transfer  payments.    Most  cssh  trsnsfera  are  retirement  psymenta 
and  default  on  o oil gat  Ions  to  psy  deferred  Income  would  be  politically 
untenable*    Thus*  in  the  currently  proposed  Besgsn  budget,  these 
progrsms  make  up  27*1  percent  of  the  national  budget,  down  from  27*6 
percent*    And  It  appears  Congress  may  be  In  a  mood  to  restore  some  of 
the  proposed  reduction* 

Cssh  transfer  payments,  property  Income,  and  other  noneamed 
Incomes  sre  s  significant  factor  In  the  American  economy*    Any  conpre- 
henslve  community  economic  development  strstegy  must  tske  thst  fsct 
Into  account. 
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RURAL  DEVELOPMENT  RESEARCH  PRIORITIES  FOR  THE  1980s 

Kenneth  U  Deavers* 

Discussions  at  this  conference  neve  already  mtde  1c  clear  that 
the  context  for  research  on  rural  community  development  la  different 
in  the  80s  from  whet  It  was  for  nearly  three  decades.    Since,  In  ay 
judgment,  that  context  significantly  affects  the  research  agenda 
before  us,  let  me  summarize  soae  laportant  dimensions* 

Rural  Growth 

I  realise  we  are  meeting  In  a  part  of  the  country  which  has  not 
shared  In  a  major  wsy  In  the  **Sural  Renaissance**  of  the  70s*    Yet,  In 
characterising  the  future  of  rural  America  today.  It  seems  to  me  that 
growth*  not  decline*  Is  what  Is  likely*    When  asked  whether  It  la 
likely  that  the  70s  are  an  aberration*  and  that  we  should  continue 
Instead  to  use  esrller  periods  as  our  guide  to  .Internal  migration 
behavior*  and  hence  to  population  distribution*  Calvin  Beale  has 
(cautiously)  answered  **no*M    He  bases  that  on  the  strength  of  the 
factors  that  gave  rise  to  the  population  turnaround*  Including: 

*  Kenneth  L*  Deavers  is  director  of  the  Economic  Development  Divi- 
sion, Economic  Resesrch  Service,  U*S*  Department  of  Agriculture* 
Washington,  D.C* 
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(a)  economic  decentralization,  (b)  preference  for  rural  living,  and 
(c)  node  miration  of  rural  life.    And,  it  should  be  noted  that  the 
surplus  labor  pool  In  agriculture,  from  which  many  rural  to  urban 
migrants  originated,  is  now  largely  depleted. 

As  Implied  by  Calvin,  recent  rural  growth  encompasaes  sore  than 
simply  Improved  population  retention  and  significant  net  inmigratlon 
from  larger  urban  areas.    At  leaat  as  Important  are  the  growth  of 
nontradltlonal  rural  Industry  and  the  growth  in  size  and  complexity  of 
rural  government. 

In  recent  years,  manufacturing  has  decreased  as  s  source  of  non- 
metro  employment,  from  29  percent  In  1973  to  24  percent  In  1981. 
taring  the  same  period,  service-producing  Industries  Increased  from  AO 
to  44  percent  of  all  nonmetro  wage  and  salary  jobs.    In  fact,  over 
half  of  all  new  jobs  added  In  the  nonmetro  sector  during  1973-8L  were 
In  service -producing  Industries. 

The  size  and  complexity  of  rural  government  has  also  Incressed 
during  recent  years.    During  1972-77,  local  government  expenditures 
and  resources  Incressed  (on  a  constant  dollar  baala)  In  both  metro  and 
nonmetro  areas — with  the  Increase  being  greater  among  nonmetro  govern- 
mental units.    In  fact,  nonmetro  government  expenditurea  Increased 
twice  as  fact  as  those  of  their  metro  count erparta  during  the  period, 
local  government  employment  alao  incressed  In  both  metro  snd  nonmetro 
areas,  with  the  nonmetro  rate  of  growth  substsntlally  greater  than  In 
metro  governments. 
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Rural  Dlverilty 

Rural  and  crban  once  comprised  a  uaeful  dichotomy.  Dlstinguish- 

Ing  character 1st lea  involved  more  than  scale.    For  rural  areas,  there 

waa  a  shared  dependence  on  agriculture  and  extractive  Industry*  (One 

result,  of  course,  was  personal  income  levels  mich  below  those  enjoyed 

by  urban  residents).    But  the  essence  of  rural,  In  ay  judgment,  was 

not  Its  economic  base.    Because  rural  areas  were  relatively  isolated, 

and  because  movement  of  people  was  largely  away,  they  were  likely  to 

be  more  socially  and  culturally  homogeneous.    Thus,  they  shared  Impor- 
ts 

tant  views  about  the  amount  and  kind  of  government,  about  limiting  Its 

I 

role  In  everyday  life,  and  about  the  predominant  role  of  family  and 
religion  In  shaping  behavior  and  beliefs.    The  shared  values  and 
laolatlon  of  rural  areas  meant  that  Individual  Independence  and 
self -reliance  were  the  hallmark  of  being  rural.    This  meaning  of  rural 
Is  deeply  Imbedded  in  the  American  conscience,  and  rural 
fundamentalism  remains  a  powerful  aodal  and  political  force.  However 
powerful  this  view  of  rural,  Its  relevance  to  public  policy  in  the  80s 
la  questionable. 

For  exaaple: 

•  Analysis  of  rural  population  change  in  the  7Qn  shows  that 
more  than  600  counties  grew  at  a  compound  annual  rate  of  2.0 
percent.    Rates  of  growth  thla  high  are  more  typical  of  devel- 
oping nations,  usually  resulting  from  high  birth  rates.    But  in 
the  United  States,  only  iu  Alaska  and  some  Indian  and  Hispanic 
areas  of  the  Southwest  is  the  population  growth  significantly 
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Influenced  by  high  fertility.    Elsewhere,  It  results  primarily 


from  immigration.    Often  these  immigrants  bring  with  them  a  set 


of  values  and  expectations  at  odds  with  the  local  rural 


community. 


•  Rural  self -reliance  remains  an  Important  value,  evidenced 
In  part  by  the  continued  Importance  of  Individual  entrepreneurs 
(sole  proprietorships)  among  rural  business.    But,  during  the 
70s,  net  transfer  payments  were  the  largest  source  of  personal 
inco^  growth  for  rural  areas.    In  fact,  by  1979,  transfer 
payments  (principally  Social  Security)  accounted  for  12  percent 
of  total  personal  Income  In  rural  areas.    Dependence  on 
transfer  payments  as  a  source  of  Income  Is  pi  rtlcularly  great 
In  the  South  and  Northeast. 

•  The  belief  that  rural  areas  are  Immune  from  national  crime 
trends  has  proven  false.    As  urban  crime  rates  began  to  rise  "i 
during  the  1960s  so  did  rural  crime  rates.    By  1973,  reported 

crime  In  nonmetropolltan  areas  exceeded  the  1960  metropolitan 
rates.    It  Is  still  true  that  the  more  rural  an  area,  the  less 
crime  It  has,  but  In  even  the  most  rural  counties,  property 
crimes  reported  to  the  police  now  equal  the  1960  national 
levels. 

Rural  Equity 

Federal  policy  designed  to  assist  rural  people  and  areas  have 
been  a  response  to  perceived  and  actual  rural  disadvantage.  The 
picture  of  rural  America,  with  many  of  Its  citizens  poor,  under- 


ERIC 


618 

161 

nourished,  undereducated,  ill-housed,  denied  access  to  essential  pub- 
lic facilities  and  services ,  was  painted  vividly  by  the  Poverty  Com- 
alsslon  in  its  1968  report ,  "The  People  Left  Behind But  public 
awareness  of  the  plight  of  rural  people,  especially  farmers,  had  long 
before  served  to  stimulate  and  shape  public  policy,  e.g.,  during  the 
days  of  the  IXist  Bowl  and  Great  Depression. 

Poverty  remains  a  serious  problem  for  many  rural  Americans,  with 
roughly  12.5  million  rural  poor  in  1981,  nearly  39  percent  of  the 
nation's  total  poor.    Nevertheless,  in  most  of  rural  America  there  has 
been  enormous  sodsl  and  economic  progress. 

For  example: 

•  Only  30  years  ago  substandard  housing  (housing  tha*:  Is 
either  overcrowded  or  lacks  some  or  all  plumbing)  constituted  a 
substsntlal  nejority  (59  percent)  of  all  rural  housing.  Using 
that  same  measure  of  housing  quality  (which  allows  for  no 
changes  in  tastes  and  preferences  for  housing),  the  1979  Annual 
Housing  Survey  shows  that  only  5  percent  of  rural  housing  is 
substandard. 

In  fact,  examining  the  Incidence  of  substandard  housing 
from  the  1979  Annual  Housing  Survey  shows  that  only  15  percent 
of  nonmetro  middle  Income  homeowners  spent  over  30  percent  of 
tbelr  Income  for  housing  compared  with  49  percent  of  very  low 
income  owners.    Comparable  figures  for  nonmetro  renters  were  36 
percent  and  78  percent.    It  seems  to  me  that  we  no  longer  have 
a  general  rural  housing  problem.    Esther,  we  have  a  rural 
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poverty  population  whose  problems  Include  Inadequate  affordable 
housing,  along  with  other  symptoms  of  poverty. 

•  For  many  years,  discussion  of  rural  disadvantages  has 
Included  credit  availability  high  on  the  Hat.    While  there 
were  significant  Instltutxonal  Innovations  £: "\  programs  adopted 
to  serve  the  "unique"  credit  needs  of  agriculture,  nothing  so 
sweeping  has  ever  U  :n  so  successfully  pursued  on  behalf  of  the 
rest  of  rural  business  and  industry — although  various  fo^ms  of 
a  rural  development  bank  have  surfaced  occasionally  on  the  >, 
Hill.    In  recent  years,  the  concern  about  a  rural  credit 
"shortage**  has  extended  to  rural  governments,  again  without 
significant  new  institutions  (or  mechanisms)  being  legislated 
to  solve  the  problem.    Doeo  the  failure  to  create,  for  other 
rural  business  and  rural  governments,  an  analog  to  the  farm 
credit  system  and  federal  farm  lending  programs  represent  an 
unresolved  rural  Inequity? 

In  my  view,  there  Is  little  substantive  research  evidence 
to  support  an  affirmative  answer  to  that  question.    In  fact, 
general  growth  trends  of  the  last  decade  or  to,  and  piecemeal 
research  evidence,  suggest  that  there  is  no  aggregate  credit 
shortage  in  rural  America.    That  is  not  to  say  that  some  rural 
areas  and  some  rural  businesses  do  not  have  difficulty 
obtaining  credit  on  favorable  terms,  either  because  of  the  cost 
of  information,  the  perceived  riskiness  of  the  venture,  or 
credit  rationing  by  financial  Ins  1 tut Ions. 
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•  Finally,  discussions  of  rural  disadvantage  usually  Induda 
dsta  on  expenditures  by  local  govenuuats*    Evan  In  conscsnc 
dollar  teras,  Increases  In  per  capita  local  government  spending 
sre  lapresslve.    Between  1952  and  1977,  real  spending  Incressed 
froa  $234  to  v349  In  urban  counties  and  froa  $L80  to  $263  In 
rural  counties* 

Recent  research  by  Toa  Stlnson  has  focused  on  progress 
against  a  alnlaua  acceptable  level  of  government  service*  He 
demonstrated  that  the  proportion  of  counties  spending  less  than 
a  alnlaua  acceptable  level  of  local  ser vices  decreased  by  shout 
50  percent  between  1969  and  1977.    Progreee  against  a  "poverty 
level M  of  educational  spending  was  lees  draaa tic— about  a  20 
percent  decrease* 
My  point  la  this,  the  past  15  yeara  have  been  a  period  of  rspld 
growth  and  development  for  many  of  the  cities,  smaller  towns,  and  open 
country  areas  of  rural  America*    Per  capita  personal  Income  levels  in 
rural  areas  have  risen  to  about  80  percent  of  those  In  urban  (while 
appropriate  cost-of-living  adjuataent  would  probably  narrow  the  gap 
even  further),  and  large  numbers  of  better  rural  jobs  have  been 
created*    Along  with  this  has  been  enormous  Improvement  In  much  of  the 
public  and  private  Infrastructure  that  serves  iTural  people*  Given 
such  a  long  period  In  which  rates  of  population  and  employment  growth 
for  rural  areas  have  been  substantially  greater  than  for  urban  areas. 
It  is  time  to  abandor  the  rhetoric  of  the  50s  and  60s  as  a  rationale 
for  rural  policy*    Many  of  the  equity  arguments  for  generalized  rural 
development  assistance  programs  have  been  ad  tigs tad. 
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Research  Priorities 


Rural  Typologies 

Our  ordinary  use  of  the  word  rural,  and  the  way  we  divide  urban 
and  rural  territory*  captures  enormous  diversity  within  the  rural 
category.    In  fact,  such  of  the  research  published  by  the  Economic 
Development  Division  in  the  70S  had  documentation  of  the  many  dimen- 
sions of  rural  diversity  as  a  major  theme.    Together  with  other 
researchers,  I  believe  we  have  been  largely  successful  In  making  that 
theme  part  of  the  public  knowledge  base,  from  which  discussions  of 
policy  and  programs  for  rural  development  derive.    Unfortunately,  I 
believe  we  have  been  too  successful.    Many  of  the  participants  in  the 
dialogue  on  rural  policy  t*'  /e  drawn  the  inappropriate  conclusion  that 
every  rural  area  is  so  different  from  every  other  rural  area  that 
there  is  no  need  for  (Indeed  no  real  possibility  of)  national  rural 
development  policy  and  programming. 

It  seems  to  me  that  what  we  need  is  research  aimed  at  providing 
new  social,  economic,  and  political  content  to  our  categorization  of 
places  as  rural.    My  hypothesis  Is  that  moat  rural  areas  can  be  aggre- 
gated into  a  handful  of  "types,"  and  that  this  typology  will  contri- 
bute to  a  better  understanding  of  commonality  as  well  aa  diversity 
among  rural  areas.    The  objective  of  categorizing  rural  areas  Is 
improved  public  policy  formulation,  I.e.,  Increased  understanding  of 
the  various  kinds  of  public  policy  and  programs  likely  to  be  Important 
to  the  future  development  of  rural  placea. 
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I  would  speculate  that  there  are  several  somewhat  different  nral 
typologies  that  may  be  useful,  depending  on  the  policy  objectives  we 
are  aeeking  to  meet.    That  is,  the  most  useful  way  to  organize  rural 
territory  when  thinking  about  future  economic  development  policy  may 
well  be  different  from   how  to  best  organize  it  to  think  about  more 
narrowly  conceived  policies,  e.g.,  health  care  or  housing  ssslstance. 
Alternatively,  a  single  economic  development-oriented  typology  may 
suffice,  recognizing  the  pivotal  role  of  economic  opp  rt unities  in 
shaping  other  rural  community  choices. 

The  power  of  a  typology  of  rursl  America  la  its  capacity  to 
capture  a  substantial  amount  of  socisl  snd  economic  detail  about  rural 
placea,  relevant  to  policy  formulation.    That  Is,  it  serves  as  a 
paradigm  of  rural  America  for  policymakers.    If,  for  example ,  rursl 
sreas  with  a  continuing  dependence  on  agriculture  form  one  logical 
group  in  such  a  typology,  much  more  than  their  economic  base  will  dif- 
ferentiate them  from  other  rural  areas. 

Distributional  Studies 

la  the  literature  of  regional  science,  spatially  oriented 
development  policies  can  be  justified  on  two  grounds:    efficiency  and 
equity.    The  efficiency  rational  involvea  varioua  kinds  of  market 
failure,  which  if  corrected  make  it  possible  to  achieve  a  higher  level 
of  national  output  from  the  same  level  of  Inputs.    Thus,  over  some 
time  horizon,  policies  tha*  achieve  an  improved  distribution  of  eco- 
nomic activity  make  (or  at  least  have  the  potential  to  make)  everyone 
better  off. 
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The  equity  argument,  of  course,  Is  chat  whether  or  not  the 
observed  spstlsl  distribution  of  development  Is  efficient,  the  result- 
log  dietrlbution  of  outcomes  is  unacceptable.    Even  if  correcting  IJ 

*  . 
these  distributional  Inequities  results  in  real  costs,  e.g.,  a  redoc-  * 

tloo  In  national  output,  regional  policies  are  justified*  S 
In  my  judgment,  aost  of  the  spatially  oriented  prograee  with  .*\ 
which  we  have  experienced  in  the  U.S.  over  the  past  20  years  have  been 
lorgely  Justified  in  tens  of  echleving  distributional  equity,    tat,  :: 
our  H»elc  understanding  of  the  distributional  outcomes  of  development 
remains  relatively  primitive,  except  In  the  most  aggregate  terms: 
average  or  median  levels  of  urban  and  rural  per  capita  or  family 
Income,  for  example.    Since  those  aggregate  measures  seem  to  Indicate 
significant  progress  in  echleving  distributional  equity  among  rural 
and  urban  places,  It  has  become  Increasingly  difficult  to  maintain  the 
political  coalition  for  general  rural  development  programs— sod,  In 
fact,  for  any  rural  development  assistance  efforts. 

i 

tte  need  wide-s  wglng  research  on  distributional  questions 
including  national /regional  analyses  across  areas  and  population 
groups.    This  should  be  s  major  focus  of  attention  In  analyses  of  the 
1980  Census.    But,  in  ay  view,  such  studies  using  large  secondary  data 
sets  are  not_  a  substitute  for  core  limited,  localised  research  speci- 
fically desl&tttd  to  incresse  our  understanding  of  pertlculsr  kinds  of 
distributional  consequences  of  rural  development  at  the  community 
level. 
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The  Economic  Development  Division  has  undertaken  a  series  of  such 
studies,  designed  primarily  to  Increase  our  understanding  of  how  rural 
labor  markets  distribute  jobs  in  different  kinds  of  growth  situations; 
manufacturing,  service,  retirement ,  and  recreation*  Preliminary 
results  from  the  first  of  those  studies  have  already  been  revealing* 
For  example,  our  study  In  Kentucky  found  that  long-term  residents  were 
able  to  successfully  compete  with  immigrants  for  jobs*    The  rate  at 
which  long-term  residents  were  employed  was  as  tUgh  as  the  rate  for 
lnmigrant8*    However,  the  results  confirm  the  belief  that  immigrants 
have  an  advantage  over  long-tarm  residents  for  better-paying  jobs* 
Immigrants,  particularly  those  moving  to  the  areas  between  1965  and 
1974,  a  period  of  rapid  expansion  in  manufacturing  and  service  employ- 
ment In  the  area,  held  a  disproportionate  share  of  the  executive,  pro- 
fessional, and  managerial  positions* 

Condition  Monitoring 

As  a  rule.  I  think  too  much  of  our  research  attention  la  devoted 
to  purely  descriptive  reporting  of  rural  conditions  and  changea,  rela- 
tive to  efforts  to  understand  tt*J  cauaal  forces  at  work*    We  have,  for 
example,  done  an  outstanding  job  of  d  vcumenting  the  dramatic  ahlft  in 
aigration  patterns  that  began  in  the  late  60s.    Several  researchers, 
Including  "al\'in  Beale,  Peter  Morriaon,  snd  Glenn  Fugwitt,  have 
advanced  ressonible  explanations  of  the  new  rural  direction  ot  migra- 
tion*   Vet,  to  the  beat  of  my  knowledge,  we  have  no  behavioral  models 
of  migration  v'nich  any  of  these  same  researchers  would  be  willing  to 
aay  explain  what  happened  In  the  70o,  or  to  uae  for  even  medium-term 
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predictions  of  futurt  migration  treade.    This  repressnts  *  eerious 
thorc cosing  In  the  usefulness  of. our  undtrstandlns  of  rural  develop- 
sent. 

At  the  same  time,  I  am  convinced  thst  simple,  a traight -forward 
reporting  of  rural  conditions  sod  changes  Is  essential  to  public 
awareness  of  "ruraluess.*    With  nearly  73  percent  of  the  nation's 
population  living  In  metropolitan  areas,  and  over  40  percent  Is  sreas 
with  s  pooulstlon  of  1  million  or  more,  the  predominant  experience  and 
perception  of  our  society  Is  urban.    If  the  concerns  of  the  over  60 
million  people  who  call  rural  America  their  horns  are  to  receive  etten- 
tlcn  and  to  Influence  federal  policies  that  affect  them,  their  current 
situation  must  be  well  known. 

Our  ability  to  monitor  current  rural  conditions  Improved  signifi- 
cantly during  the  psst  decade,  but  high  data  collection  costs  and  bud- 
get cutting  have  eroded  some  of  those  gslns,  and  threaten  still  other 
sources  of  rural  data.    USDA'e  recently  announced  rural  strategy, 
recognizing  this  problem,  tskes  a  particularly  strong  stand  on  tha 
Importance  of  adequate  rural  data.    It  aaya: 

MTo  help  Insure  that  statistical  gaps  do  no  lapede 
rural  America's  ecceee  to  Federal  resourcss,  and 
to  ensure  that  policymaker a  at  all  levels  of 
government  have  an  accurate  assessment  of  rural 
problems  and  potentials,  the  U.S.  Bureau  of  the 
Census,  Bureau  of  Labor  Statistics  and  Bureau  of 
Economic  Analysis  will  Improve  the  quality  and 
specificity  of  Information  collected  end  reported 
on  rural  sreas." 
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As  researchers,  w*  have  a  major  responsibility  to  tee  chat  systematic 
•fforta  *re  made,  not  only  to  protect  essential  existing  rural  data 
series,  but  also  to  move  forward  with  expended  rural  data  collection 
activities  to  fulfill  this  policy  mandate.    I  am  especially  concerned  * 
that  the  long-awaited  arrival  of  detailed  social  and  economic  data 
from  the  1980  Census ,  and  the  opportunities  it  provides  for  much 
needed  research,  not  consume  al£  of  our  attention  and  energy*    We  need 
to  be  sure  we  don't  spend  3  or  4  years  mining  the  census  for 
policy-relevant  Informatos;  only  to  find  that  the  rural  world  has 
shifted  on  us  while  we  werenTt  looking. 

Rural  Development  Modeling 

Clearly,  rural  development  policy  is  future  oriented,  that  Is,  It 
Is  designed  to  shift  the  outcome  of  national  development  trends  to 
Increase  the  share  of  development  captured  by  rural  areas  and  rural 
people.    Or,  If  you  prefer  a  aore  modest  characterisation,  It  alms  to 
Improve  future  development  opportunities  for  some  specific  set-  of 
rural  places  and  groups  of  rural  people  within  the  rural  share.  In 
either  case,  appropriate  policy  intervention  requires  that  we  have  a 
reasonable  understanding  of  what  future  trends  will  be  in  the  absence 
of  intervention,  and  a  clear  idea  of  the  consequences  of  intervention. 
We  require  this  knowledge  at  both  the  national  level  and  the  community 
level.    Unfortunately,  we  are  very  short  on  both  of  these  counts.  . 

Despite  the  difficulty  of  modeling  future  rural  change,  it  it 
essential  that  we  devote  significant  research  resources  to  this  task. 
My  preference  would  be  to  develop  our  knowledge  of  causal  factors 
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Influencing  key  component*  of  rural  well -be  leg  cod  change,  rather  than 
to  atteapt  a  hollatlc  approach.    I  believe  the  rlak*  In  developing 
partial  Models  and  partial  solutions  are  alulae!,  and  I  seriously 
doubt  that  we  are  In  a  position  to  be  more  ambitious* 

My  high  prion     list  of  Issues  where  we  need  fundamental 
research  knowledge  Includes:    migration  behavior;  rural  industrialisa- 
tion; natural  resource*  endowments,  ownership,  control  and  social 
well-being;  labor  aarket  structure  mod  change;  Income  and  wealth  dis- 
tribution; rule  of  public  facilities /services  in  social  well-being  and 
development;  and  local  Impact  models. 
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A  COMMUNITY  ECONOMIC  DEVELOPMENT  AGENDA 
FOR  EXTENSION  IN  THE  80s 

Ronald  C  Powers* 

Introduction 

This  has  been  An  excellent  conference*    That  Is  not  only  ay  judg- 
ment but  It  seems  to  be  widely  shared  by  those  of  you  who  have 
attended.     I'm  very  pleaaed  to  see  nearly  all  of  the  participants  stay 
until  the  conference  la  finished.    I  hope  that  sons  of  ay  coaaeuts  may 
be  helpful  and  justify  your  staying. 

My  approach  this  no ruing  Is  to  make  some  opening  remarks  and  then 
Involve  you  In  a  dlacusslon  In  which  all  of  us  can  contribute  to  Iden- 
tifying the  opportunltlea  for  important  extension  economic  development 
work  In  the  years  ahead.    It  Is  my  Intent  to  utilise  the  Input  from 
thl3  discussion  session  In  the  final  version  of  this  brief  paper,  which 
will  be  Included  In  the  conference  proceedings. 

A  Bit  of  Reminiscing 

On  the  17th  of  February,  I  celebrated  25  years  In  Cooperative 
Extension  work  In  Iowa.    At  a  surprise  party  for  the  occasion  which  was 

*Ronald  C.  Powers  Is  director  of  the  North  Central  Xeglonrl  Center 
for  Rural  Development  and  aaaoclate  dean  and  director  of  Extension  at 
Iowa  State  University. 
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thoughtfully  arranged  by  my  secretary,  one  of  tne  state  specialist* 
displayed  a  poster  with  some  of  the  newspaper  headlines  from  that  date 
In  1958*  The  Iteas  were  rather  Intereatlng  and  Included  the  following: 

1*    We  were  In  a  recession  and  had  4*5  million  unemployed. 

2.    A  brand  new  Edsel  cost  $3,595. 

3*    It  waa  19*  below  zero* 

A.    Elsenhower  was  vacationing  In  Georgia* 

My  conclusion  about  those  Items  waa  that  we  are  In  a  deeper  and 
bigger  recession;  a  new  Edsel  today  would  cost  you  considerably  more 
(In  fact  a  used  Edael  would  coat  you  much  more);  the  weather,  as 
always,  Is  variable;  and  we  have  another  president  who  enjoys  vaca- 
tioning away  from  the  problems  of  the  nation  and  the  world* 

In  a  more  thoughtful  review,  I  remembered  that  1958  was  the  begin- 
ning of  several  economic  develpment  programs  to  deal  with  the  problems 
of  that  day*    Rural  Areas  Development  (RAD)  began  at  about  that  time* 
In  the  early  '60s  the  Ares  Redevelopment  Act  wss  passed  to  provide  aid 
to  "sick  and  distressed**  counties  througtjut  America.    In  s  thort  time, 
sn  avalanche  of  legislation  was  passed  as  part  of  the  Johnson  /^minis- 
tration *8  war  on  poverty*    The  perceived  solutions  were  nearly  all 
designed  on  s  grand  scale*    The  administrative  philosophy  on  the 
national  level  at  that  time  was  to  virtually  write  off  the  role  of 
atate  governments  to  form  s  fourth  branch  of  government  in  the  country- 
aide*    These  were  sometimes  called  Community  Action  Agencies,  Regional 
Planning  Commissions,  and  the  like*    In  fact,  extension  spent  s  good 
deal  of  tine  in  the  early  '60s  helping  to  design  these  organisations 
snd  develop  such  a  system* 
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the>rjiral  areas'.    We  performed  economic  base  studies  Co  cry  Co  help 


communities  in  areas  understand  what  was  happening*    As  X  Indicated, 
many  of  us  helped  bring  about  substate  regionalism  and  other  organiza- 
tional mechanisms*    Government  was  getting  bigger,  more  programs  were 
being  developed,  and  federal  dollars  Increased  rapidly*    Some  of  us 
used  Impsct  models  In  the  early  '60s  that  could  have  been  quite  damag- 
ing except  that  people  tended  to  Ignore  us*    I'm  talking  about  the  pop- 
ulation and  agricultural  adjustments  that  led  us  to  suggest  to  many 
communities  that  their  only  alternative  was  to  gracefully  prepare  to 
disappear*    Not  only  have  virtually  no  rural  places  disappeared,  but  as 
we  all  know  many  of  them  have  gained  strength  and  others  have  retained 
a  remarkable  vitality* 

Current  Situation 

Now,  in  1983,  we  have  more  than  10  million  people  unemployed  and 
are  at  or  near  the  bottom  of  a  recession  that  has  been  underway  for 
more  than  two  years — one  of  the  longest  recessions  since  World  War  II. 
If  you  believe  the  current  news,  then  you  may  feel  that  the  economy  is 
on  the  mend  and  things  will  get  better*    Regardless  of  that  conclusion, 
we  know  that  federal  dollars  for  state  and  local  projects  are  shifting 
and  decreasing*    Roles  of  the  federal  government  have  changed  in  the 
last  two  years*    We  also  know  that  many  people  have  moved  to  rural 
areas.    Entire  basic  industries  in  the  country  are  being  restructured* 
Whole  categories  of  occupations  are  being  eliminated  or  severely 
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curtailed.    We  are,  In  short,  In  a  new  social,  political,  and  economic 
era.    This  sketchy  background  Is  reason  enough  for  us  to  carefully  con- 
sider the  extension  economic  development  agenda  for  the  rest  of  this 
decade.    We  mist  be  aware  that  aany  of  the  rules  of  the  game  have 
changed.    I'm  not  overly  confident  that  we  have  changed  enough  to  be  of 
optimum  use  to  the  people  who  have  problems. 

As  an  example  of  our  not  understanding  that  the  rules  have 
changed,  I  would  like  to  suggest  that  most  of  us  were  trained  In  eco- 
nomics to  understand  that  an  economy  could  not  grow  and  prosper  If  one 
tried  to  create  joba  which  were  essentially  comparable  to  "taking  in 
each  other's  laundry. "    1  believe  the  rules  have  changed  to  the  point 
that  because  we  are  not  In  a  world-wide  economy  and  much  of  the 
extractive  Industry  Is  located  elsewhere  In  the  world,  our  shift  to  the 
services  sector  Jobs  Is  a  step  down  that  path  of  "taking  In  each 
other's  laundry. "    What  all  of  us  will  need  to  cope  with  is  the  extent 
to  which  that  Is,  In  fact,  economic  development  In  the  sense  of 
creating  jobs  and  value  added  to  products  as  opposed  to  some 
slight -of -hand  juggling  of  jobs  and  resources. 

Extension  and  Community  Development  In  the  '60s 

As  we  consider  possible  agenda  Items  for  the  economic  development 
work  of  extension,  It  Is  Important       take  note  of  some  background  work 
that  has  just  been  completed. 

Specifically,  I  would  like  to  call  your  attention  to  the  CRD  in 
the  '80s  Task  Force  report  which  shows  economic  development  to  be  one 
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of  three  high  priority  and  major  problem  thrusts  of  extension  community 
development  programs  for  the  remainder  of  this  decide*    This  document 
was  approved  by  ECOP  in  their  meeting  just  two  weeks  ago  In  late 
February* 

To  quote  from  that  forthcoming  documents  the  three  major  chal- 
lenges facing  communities  are  expected  to  be  as  follows: 

1*    Achieve  or  milntaln  a  strong  stable  economic  baae* 

2*    Provide  facilities  and  services  to  support  this  economic  base 
snd  to  meet  social  needs* 

3*    Foster  s  process  of  community  decision  making  which  asaures 
the  opportunity  for  constructive  citizen  participation* 

Another  document  that  has  just  been  completed  speaks  to  the  entire 

Extension  Service  and  Is  entitled  "Extension  In  the  '80s:  A 

Perspective  for  the  Future  of  the  Cooperstlve  Extension  Service*"  The 

basic  mission  of  Cooperative  Extension  Service  is  noted  as  follows:  To 

disseminate  and  encourage  the  appllcaton  of  reaearch-generated 

knowledge  and  leadership  techniques  to  individuals,  families,  and 

communities*    Community  and  small  business  development  are  highlighted 

as  being  Important  segments  of  future  extension  programs*    The  report 

notes  the  following  about  community  and  small  business  develop «nt, 

"This  work  is  Increasingly  Important  today  since  the  constituent 

economic  units  In  small  communities — farmers,  processors,  jnd  small 

manufacturers— are  Increasingly  Interrelated  In  terms  of  economics* 

Living  environments,  the  quality  of  life,  public  services,  and  cultural 

and  educational  opportunities  form  a  single  concern* "    The  conclusion 

In  the  report  with  respect  to  community  and  economic  development 
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highlights  che  following  idea:  "Vigorous  communities  and  commit y 
leadership,  profitable  businesses,  a  prosperous  agriculture,  and  vital 
organizational  leadership  are  the  goals  of  community  development • M 

In  the  case  of  economic  development,  as  noted  by  George  Morse  and 
his  colleagues  at  the  National  CRD  Leaders  Training  Conference  at 
Atlanta  in  1982,  a  key  problem  for  us  Is  that  we  have  too  few 
special lats  trying  to  cover  too  many  specialties.    The  v»aar  future  does 
not  hold  well  for  solving  that  problem.    Consequently,  we  will  have  to 
look  at  other  options  for  Increasing  the  amount  of  economic  development 
assistance  to  communities  and  states. 

Current  Economic  Development  Context 

A  recent  article  by  Timothy  Schellhardt,  from  the  Wall  Street 
Journal,  highlights  another  factor  which  will  challenge  us  aa  we 
attempt  to  work  in  ways  to  Improve  the  knowledge  base  upon  which  econo- 
mic development  policy  decisions  are  made  by  local  communities  and 
states.    Schellhardt  discusses  the  Increase  in  economic  warfare  between 
states  and  between  regions.    We  have  been  observing  this  phenomenon  for 
sotae  time,  but  It  is  rapidly  reaching  epidemic  proportions.  Interstate 
economic  conflicts  are  erupting  in  many  areas.    It  Is  noted  that  more 
than  alxty  companies  have  moved  from  Minnesota  to  South  Dakota  in 
recent  years.    The  same  kind  of  migration  of  firms  between  states  In 
this  region  and  between  states  In  the  region  and  the  rest  of  the 
country  Is  also  well  know.    The  Silicon  Valley  of  California,  Route  128 
In  Massachusetts,  the  Research  Triangle  In  North  Carolina,  and  the 
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computer -baaed  Industries  In  Minneapolis  are  being  Invaded  by 
out-of-state  economic  development  officials  attempting  to  lure  away 
high  technology  companies* 

High  .ecbnology  has  become  a  by-word  of  moat  atates*    Currently  et 
least  33  atates,  including  every  state  in  the  Midwest,  have  some  form 
of  high  technology  co amission  which  is  attempting  to  change  policies 
and  take  actions  which  will  bring  a  higher  proportion  of  high  tech  jobs 
into  their  states*    Whatever  else,  it  la  very  clear  that  the  total 
expected  Increase  in  jobs  associated  with  high  technology  la  not  going 
to  be  sufficient  to  realise  all  of  the  job-creating  goala  atated  by 
governors  throughout  the  country.    I  hope  that  we  will  not  become  so 
focused  on  high  technology  that  we  overlook  the  many  opportunitiea  for 
job  creation  In  the  rest  of  the  economy* 

Another  feature  of  the  economic  warfare  is  the  tax  policy  revi- 
sions within  the  states  in  an  effort  to  gain  a  comparative  advantage  in 
the  war  to  locate  new  developments*    Some  of  thla  la  particularly 
worrisome,  given  the  vast  literature  which  auggesta  that  tax  abatements 
and  other  credits  are  not  usually  the  major  locatlonal  factor  tor  an 
industry*    Most  of  them  have  not  demanded  such,  but  because  they  hcve 
become  a  standard  practice  in  economic  development  they  are  a  defacto 
requirement  and  one  which  may  find  atates  and  localities  mortgaging 
their  futures  in  ways  which  are  difficult  to  overcome*    We  need  to  be 
more  helpful  to  states  and  local! t lea  in  evaluating  the  possible  con- 
sequences of  various  tax  abatements  before  the  agreementa  are  actually 
made* 


637 

?r£I  COPY  AVAILABLE 


635 

178 


Against  thla  backdrop,  then,  what  are  some  of  the  Important  Items 
in  our  economic  development  agenda  durirg  the  next  three  to  five 
yesrs? 

The  Economic  Development  Agenda  for  Extension 

The  most  important  question  we  have  to  answer  before  we  implement 
further  work  in  the  economic  development  arena  is  whether  or  not  we 
have  a  sincere  intent  to  help.    This  is  important  because  we  simply  do 
not  have  all  the  answers;  we  will  have  to  help  people  muddle  through 
declaion-making  processes,  and  the  data  baae  Is  never  going  to  be  to- 
tally sufficient  to  give  precise  answers.    Within  that  framework,  it  Is 
abaolutely  imperative  that  we  only  move  ahead  in  this  arena  If  we  have 
a  sincere  willingneas  and  Intent  to  help  people  that  overcome  some  of 
the  untidiness  of  the  decision  making  that  must  go  on  in  this  arena. 

Part  of  my  agenda  speaks  more  to  extension  administrators  than  it 
does  to  extension  specialists.    The  primary  reason  for  that  la  because 
extension  administrators  need  to  grasp  the  Importance  of  providinc 
strong  support  for  work  in  economic  development.    It  is  imp«r*tive  to 
the  continued  vitality  of  agriculture  as  well  as  to  the  continued 
vitality  of  the  total  state's  economy.    That  vitality  ia  directly 
related  to  the  willingness  and  the  capacity  of  a  state  to  support  an 
extension  educational  system.    There  is  a  tendency  in  times  of  finan- 
cial stress  to  pull  back  from  those  areas  of  work  which  fcte  relatively 
new  or  have  relatively  few  people  employed  in  then  and  to  concentrate 
on  those  things  in  which  "we  have  always  had  excellence."    I  aubmit 
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chat  In  these  days  as  we  look  ahead  Chat  the  work  In  economic  develop- 
aenc  Is  crucial  and  should  not  be  disconnected  or  set  aside  from  the 
business  of  extension. 

Some  of  the  agenda  that  I  have  Identified  has  an  overlap  with  the 
research  agenda  because  I  believe  that  one  of  the  Items  that  we  oust  be 
attentive  to  Is  the  creation  of  a  solid  knowledge  base  under  the  exten- 
sion programs  which  we  initiate  in  this  area. 

I  believe  that  one  of  the  things  that  we  must  do  in  this  region  is 
to  put  together  a  stronger  knowledge  base  which  analyses  the  baalc  eco- 
nomic trends  which  are  occurring  in  the  region  and  their  relationship 
to  the  total  economy.    We  need  to  knew  what  is  going  to  happen  with 
respect  to  the  basic  Industries,  particularly  those  with  aging  physical 
plant 8.    We  need  to  have  a  handle  on  the  number  of  jobs  that  will  be 
terminsted  because  of  changes  in  the  technology  of  basic  industry  as 
well  as  the  relocation  of  that  industry.    We  also  need  a  hard-headed 
analysis  of  the  total  potential  for  jobs  In  the  broad  area  that  comes 
under  the  umbrella  of  high  technolgy  And  some  sense  of  the  most  likely 
location  of  these  jobs  within  the  region.    It  seems  clesr  from  spe  >.»rs 
at  this  conference  that  the  Impact  of  high  technology  may  be 
overestimated  and,  furthermore,  that  there  will  be  relatively  small 
defined  areas  within  which  most  of  that  development  will  occur. 

Associated  with  that  is  the  need  for  s  thorough  look  at  the  occur- 
ring manpower  changes  with  implications  drawn  for  retraining  potential 
as  well  as  the  need  for  shifts  in  the  kinds  of  basic  vocational/ 
technical  training  that  are  being  provided  in  the  region. 
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It  goes  without  saying  that  we  need  substantial  understanding  of 
the  relationships  between  tax  policy  and  the  financing  of  our  basic 
public  infrastructure  in  the  years  ahead* 

One  of  the  agenda  needs  Is  an  active,  vigorous  public  policy 
program  aimed  at  helping  people  understand  the  changing  economic  base 
of  the  Midwest.    State  policy  makers  need  to  have  a  more  complete 
understanding  of  what  is  going  on  and  what  is  likely  to  occur  In  the 
economic  base  of  this  region  and  the  effects  of  some  of  the  policies 
which  have  been  Implemented  or  are  being  strongly  considered  by  their 
states. 

Beyond  the  broad  public  affairs  approach,  I  believe  that  we  need 
to  move  the  tools  that  we  have  for  community  economic  analysis  into 
wider  use  as  rapidly  as  possible*    It  seems  to  me  that  we  have  several 
analytical  tools  available  that  are  being  used  here  and  there  In  the  <\ 
region,  but  we  do  not  make  enough  final  Investment  In  order  to  provide 
these  tools  and  make  them  applicable  across  the  entire  region*  Perhaps 
we  should  give  serious  thought  to  mul tl -state  or  regional  training  for 
other  organizations  or  agency  personnel  who  are  directly  Involved  In 
economic  development  work  so  that  they  might  make  greater  utilization 
out  of  the  existing  analytic  capabilities*    I  am  aware  that  some  of  you 
do  offer  basic  economic  development  courses*    Perhaps  there  needs  to  be 
some  effort  to  expand  this  effort  to  Include  participants  from  more 
states* 

Let  me  review  some  c"  the  priorities  generated  from  discussions 
during  the  conference*  Without  any  necessary  ordering  of  priority,  they 
Include  the  following: 
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1.  Develop  publications  which  stress  "how  to"  and  relate  to  com- 
munity analysis  tools  as  well  as  tools  for  helping  Individual 
business  firms* 

2.  Create  a  serlec  of  small  business  management  development 
materials* 

3.  Establish  a  National  Center  for  Community  Economic  Development 
much  like  the  Rural  Crime  Center  or  some  variation  which 
locates  specialists  in  different  institutions  around  the  coun- 
try who  give  leadership  to  subsets  of  the  economic  development 
agenda* 

4.  Form  and  use  a  team  of  experts  to  do  certain  kinds  of  training 
for  selected  audiences  In  the  region* 

5.  Identify  the  professionals  who  are  working  in  economic  devel- 
opment within  the  region*    Create  and  assist  such  «  network  in 
exchanging  Information* 

6*    Develop  materialb  on  alternatives  of  financing  for  public 
infrastructure  as  well  as  understanding  the  consequences  of 
new  federal  regulations  with  respect  to  financing* 

7.  Inventory  and  synthesize  literature  with  respect  to  the  poten- 
tials of  agricultural  product  processing  within  the  region 
which  would  contribute  to  Increased  economic  development. 

8.  Annotate  a  bibliography  of  community  economic  development 
tools  which  would  be  available  to  the  professionals* 


Some  Ways  of  Implementing  the  Agenda 

We  have  had  applied  research  projects  and  some  extension  efforts 
related  to  economic  development  for  several  years*    This  conference  is 
yet  another  example  and  will,  I  believe,  push  our  thinking  forward* 

I  would  invite  the  people  in  this  room  to  identify  some  of  the 
most  important  knowledge  needs  for  effective  programming  in  economic 
development  and  to  make  proposals  to  the  North  Central  Regional  Center 
for  Rural  Development.    We  can  often  provide  some  seed  money  to  allow 
groups  to  work  towards  their  objectives.    If  desired,  we  can  alto  take 
a  more  active  role  in  helping  to  seek  additional  dollars  where  needed. 
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The  center  could  also,  with  help  from  faculty  In  the  region, 
engender  some  additional  kinds  of  public  affairs  efforts  for  key 
decision  makers. 

In  all  of  what  we  do,  we  need  to  remember  and  make  use  of  our 
comparative  advantages  as  an  extension  system.    Among  those  that  I  see 
are  the  following: 

1.  Accesa  to  the  research  base. 

2.  Familiarity  with  and  access  to  state  and  local  leadership. 

3.  Advances  In  analytical  models  and  coaputer -assisted  decision 
processes* 

4.  Credibility  which  allows  us  to  analyze  alternative a  and  to 
communicate  the  consequences  with  little  or  no  vested 
Interest. 

Summary 

I  hope  these  few  remarks  have  stimulated  your  thinking  about  the 
kind  of  agenda  which  might  be  most  appropriate  for  economic  development 
programs  for  the  next  several  years.    Further,  I  hope  you  will  share 
your  thoughts  and  Ideas  with  me  so  that  we  might  help  arrange  for 
further  work  In  this  area. 
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rural  development  news 


Tale  of  TWo  OHw  Involved  in  Community  Economic  Ardysis 

Tht  Ccop«n*h*  Extonaton  Strict  of  '    * 


tht  Department  of  AgricuftureJ  Econonv 
to*.  UtivtraKyof  Wacom*  for  tw  past 
two  yean ^MbMn  conducting  a 
Meat  ol  HnM  commurtty  economic 
anar/tle  program*  In  Wtconeir  com- 
rnunioee.  Tht  purpott  of  tit  program 
■»  to  mm  community  feeders  In 


in  the  Field 

By  Joe  Jopek 
and  Qua  lama 


tirttiaa  and  obetactot  lor  local  action, 
ftrthamttw,  tha  program  it  daaJgnad 
to  haip  those  eommunMai  sort  out  the 
ectMtto*  they  wteh  to  undertake  In 
charting  that  own  aconomic  Mwa.  and 
begin  to  plot  atrataglai  about  now  and 
*ho  anal  undertake  thott  acttvtfe*. 

_  •  Tha  aeoortd  oompu^itfe  an  armVafe 

Tht  orogremtocueee  on  mo  major  .ofaoonomieaotMty  wttto  the  commu- 
themes.  Tht  flrat  uaaa  data  on  tha  local  ntyoor  lima  and  In  comparison  with 

community  m  corifrxticn  wifr  *rtout  .  nmttr  comnM^aa.  Such  thtogs  at 

community  economic  entry*  too*  to  ?  foams  (law*  and  aourcaa)iaounaa  of 

cctnpaiaaconomtoadMywttilnM  employment  and  changes  m  emptoy- 

community  through  ami  and  among  \  mant  cw  Urns  am  totaded.  Tha 

tknriarcomnM«aa.Thaaacondlaa  'cuntr*  level  of  and  pottrtfal  acjrcaa  of 


diagnosis  actic*vorttnttd  approach  to 
identity  whet  tha  communfty  wfehat  to 
do 

Tht  program  divtcfet  into  tour  compo- 


mtal  trade  expansion  receive  particular 


Tha  third  componant  ttgjmant  focorpo- 
rtejt  opttont  cornmunitfes  can  purtut 


^ts^sppforirnatetylo* 


Tht  first  componant  la  a  review  of 
*ctnt  tnd  tntttpatad  changt*  In  tht 
ntttot  «J  and  atata  economy.  Rerticutor 
tmphaaw  la  ptacad  on  tha  national 
aconornys  «Vt  from  goodt  to  aervict- 
produdng  actrvfttoe  tnd  tht  aeeocialed 
tmpflcttont.  An  tMfTdnttkjn  of  tht 
egng  of  tha  labor  foroa  and  *a 
in^cabont  for  inanpower  naada.  aa 
wal  aa  a  itvfew  of  changes  In  tha 
tourcaa  of  othtr  tocomt  not  mieted  to 
work  (e  g .  dMcfends,  internet,  rents, 
transfer  ptymtntt.  ate.)  la  also  part  of 
(rut  aagment 


afforta  and  permits  tha  community 
participants  to  compittt  tha  oommunity 
aoonomlG  pmparednatt  Index.  Tha  In- 
cteitasJmpfeaurvayaaUngiftha 
community  hat  dona  a  variety  of 
ecftntfet  In  Ha  own  aconomic  cfevetop- 


Tha  final  sagmantof  tht  program  it  a 
modMfed  nominal  group  process  to  Ktt 
'ttoat  tht  community  fe»t«  it  ghoufcj 
addratt  in  charting  its  own  tconomc 
tutu*  Onca  tha  iaauaa  raw  baan 
Wed  and  priontfes  set  tha  partopentt 


am  ashed  to  atart  an  action  apaodn  to 
itapond  to  ew  top  Mams  on  tht  Nat. 


TNa  *Vi  Tha  Raid*  arttcfe  •sports  tha 
neuts  of  tha  community  aconomic 
anafyaia  program  In  two  Waconain 
comrnuniots-  Tha  communiott  am 
Anogo  (poputtton  of  9.000  in  Langtada 
County*  appJoabnaJH^r  BD  frtfai  north 
and  watt  of  Oman  Bay)  and  Oconto 
Ftflt  (popufetton i  of  2.000  In  Oconto 
County*  approximofttry  30  mflet  north  of 
Oman  Bey).  Tha  local  accoomy  In  both 
comnxriOtt  it  a  fflbdum  of  tometry, 
dairy  farming,  and  mcmatfonaJ  imer* 
sets.  Them  it  t  substantial  amount  of 
potato  farming  In  tha  Anogo  erne.  Both 
ooflvnunftet  tveve  auffamd  from  tha 
toss  of  eevareJ  rnafor  amptoyara  and 
ursertainty  about  trie  <x*tir^ 
anca  of  a  major  arnpioyar  bacauaa  of 
changes  in  ownarahip  Both  commu- 
nitfaa  conducted  ft  community 
aconomic  analysts  program  in  tha 
spring  of  1963  Tha  famandar  of  this 
artcfe  writ  surnmarixa  who  was  *ivofved 
In  tha  program  and  tha  outcoma  of  tha 


Tha  City  of  Anttgo  had  benefited  tram  a 
tucceeeful  indutlrlal  cfevetopmint  effort 
In  tha  pajvtout  dacada  with  tha  loca- 
tion of  aavtral  firms.  its  afforta  warn 
citad  wthin  Waoonains  todustriai  da- 
mtopmant  drcfea  aa  a  good  aKampfa 
of  t  tocai  program  of  ancouragtog 
aconomic  growth  by  a  rural  community 
in  tha  northam  part  of  tha  atata.  Tha 
wrnmunlty  had  aatabNhad  an  indus- 
trial damiopmant  corporation.  Mad 
naarty  ont  mduatrial  park  inducing 
thtaa  sptcUabva  bulolngs.  and  con- 
•tructtd  anothar  induttriai  park  with 
fadaraJ  cartWpatton. 
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Yet  In  the  early  1980a.  from  al  ap- 
pearances, the  community*  acooomc 
development  effort  ol  the  1970$  *vas 
being  unraveled  A  prospective  firm, 
after  building  a  15.000-squa*-ioot 
buiJdmg  with  focal  firianong.  had  to  file 
tor  bankruptcy  aft*  toeing  a  large 
contract  Wtfwi  (wo  years,  f*e  existing 
firms  cfoaed  their  operations  in  Antigo. 
The  federal  government  dosed  ■ 
nearby  radar  installation,  and  the  Ch*. 
cagoand  Northwestern  Transportation 
Company  abandoned  ■  branch  kne 
that  ran  through  the  community 

Late  <n  1962.  a  CRD  agent  visited  the 
president  of  Antigo*  industrial  develop- 
ment corporation  scout  conducting  a 
community  economic  analysis  program. 
The  program  was  suggested  aa  a  way 
to  bring  together  a  group  of  community 
leaders  to  review  the  economc  hap- 
penings and  agree  on  a  common 
direction  tor  future  efforts.  The  agent 
also  viewed  the  program  aa  a  way  to 
introduce  a  group  of  Vocal  leader*  to 
some  aimrnunity  sconornc  develop- 
ment concepts  beyond  traditional 
approaches. 

A  steering  commttae  composed  of  the 
industrial  devetopment  corporation 
leader,  chamber  executive,  radio  sta- 
tion manager,  and  the  agent  was 
orgamzod  to  pian  the  progrsm  and 
tOVwrtity  comr  %  oty  perbapents. 

One  of  the  steenng  commtftse  mem- 
bers contacted  each  participant  m 
person  to  explan  the  program  and 
solicit  their  invoivernerv  The  personal 
contacts  were  fotowud  up  wtfi  letters 
outimmg  the  program  and  the  detaito  of 
the  workshop. 

The  agent  also  met  with  the  county 
economc  devetopment  committee  to 
explain  the  program  and  hrs  involve- 
ment The  commrttee  supported  the 
ertort  and  indicated  its  desire  to  be- 
come duectfy  nvorved 

The  workshops  were  heW  as  evening 
sessions  of  four  hours  each  on  two 
consecutive  Thursdays  m  April  1963 
The  sessions  were  drvxJed  with  s 
farrkfy-styte  darner,  paid  tor  by  a  focal 
economc  development  group 

The  first  workshop,  with  presentations 
on  natcnal.  statt.  and  focal  economc 


trends,  caused  some  participants  to 
express  concern  about  the  amount  of 
data.  The  second  workshop  generated 
more  interest  and  dwcutnon  because 
of  the  tocat  perspectrve  in  assessing 
exisung  conditions  and  resources, 
toentrfying  the  chalangse  and  corv 
cema  effecting  the  communrty* 
economc  future  invofved  a  ivefy 
discussion. 

Forty-seven  challenges  were  identified 
and  ranked  by  the  group  The  group 
wee  asked  to  indicate  thee  preference 
tor  acton,  if  any.  beyond  the  work- 
shops. There  wes  unanimous 
agreement  to  organza  as  task  forces  to 
address  the  chariengea  identified  at  the 
final  workshop 

The  organcational  meeting  wes  held  a 
week  later.  The  group  dmded  mto  tour 
task  forces:  industrial  Development 
Captunng  Dottar*,  Government,  and 
Transportation.  A  chairman  was  se- 
lected and  other  persons  were 
identified  to  become  involved  n  the 
community  effort. 

Since  that  time,  each  task  force  has 
met  several  tmes.  The  hxbstria)  Devel- 
opment Task  Force  was  ristrumental  n 
restructuring  the  aty*  industrial  com- 
mrttee (o  assume  a  kudership  role 
beyond  the  former  function  as  a  referral 
body  The  crjmmmee  prepared  en  eco- 
nomc devetoornent  plan,  when 
recemmended  tetaming  an  noustnd 
pjospecung  firm  and  working  with 
existing  firms  A  prospecting  firm  has 
been  retained,  and  the  aty  commrttee 
is  working  with  en  existing  firm  to 
accommodate  an  expansion  The  in- 
dustrial Devifcjpment  Teak  Force  also 
played  a  key  rote  n  the  community* 
accMSitton  of  the  abandoned  railroad 
hght-crf-wey  within  the  aty  fmits  The 
aty  coves'  approved  the  purchase  of 
the  railroad  property  thta  spnng  after 
considerable  effort  by  the  industrial 
Development  Teak  Force  chairman  n 
negotiation  wah  the  Chcago  and 
Northwest tm  and  interested  property 
owners 


The  Captunng  Dottar*  Task  Force  orgs- 
road  a  market  survey  of  consumers  « 
the  Antigo  trade  area  and  a  merchant 
survey  The  regional  planning  commis- 
sion conducted  the  surveys  and 
analyzed  the  data.  Responses  to  the 


consumer  survey  were  pOSStve  what 
ths  responses  to  the  marcher*  survey 
were  less  encouraging.  Limited  staff 
resources  and  the  cenrrvaeion*  other 
commrtrnenta  have  delayed  compW 
analysts  and  preparation  of  a  fine) 
report  Aa  a  by-rjrodoct  of  fie  task 
force  ertort,  the  chamber  has  been 
successful  in  getting  oVjwntown  retaears 
and  members  of  a  non-aide  txralneea 
association  to  meet  together.  The  fjoan 
meerjnga  have  prodded  a  foundetion  . 
tor  planning  and  organizing  efforts  to 
make  Anogo  a  stronger  rated  rnerket 

The  Government  Teak  Force  had  a 
more  dtflteut  time  identifying  their  rote 
and  addraeaoQ  the  chassnges  aa- 
signed  to  them.  The  task  force  met 
several  times  but  wee  unable  to  arrive 
at  any  specific  ectrvibe*.  The  group 
reorganized  and  identified  ether  inoV 
viduars  to  be  invofved  k\  the  effort  After 
reviewing  the  assigned  chaiengea,  the 
task  force  members  developed  six 
recornmendationa  for  focal  government « 
orfoals  to  censidet  A  letter  watt  the 
racommarkjatona  wee  pajpased  and 
mailed  to  elected  offtetars  of  the  county, 
murvopahtiea,  and  achooJ  districts.  The 
county  board  chairmen  has  feeened  fit 
letter  to  the  county  ecccmc  devafop- 
ment  ccmm*ee  tor  diecusaton  and 
toOowup 

The  Transportation  Teak  Force  has 
been  the  most  involved.  The  group 
identified  the  need  for  the  impiovement 
ol  U  .S.  Highway  45  between  Antigo 
and  Appleaon  To  achieve  a  atass 
commitment  for  that  improvement  the 
task  force  members  became  Involved 
«  pubtc  hearings  heW  by  the  v*acor> 
sm  Department  of  Transportation  and 
the  Major  Projects  Commiaaton.  The 
group  also  reenjted  addrtfonal  support 
from  others  in  the  county  and  In  other 
areas  affected  by  the  highway.  The 
hkghwey  45  effort  has  occupied  the 
task  force*  activity  and  the  other 
transportation  chaiengas  identified  a> 
mam  tor  future  eftorte. 

^  — »—  **— 
UCOfnO  r  Mia 

tn  ths  early  tal  ol  1962.  the  Oconto 
County  CRO  agent  appioached  tie 
mayor  of  the  Cty  ol  Oconto  Fees  to  see 
rf  there  waa  any  Hereet  In  a  conrnttity 
economic  anar/sie  proc/am.  The  ree> 
aon  tor  contacting  the  mayor  of  Oconto 
Fan*  wes  because  there  had  been  tittle 
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opportunity  to  work  artanavwy  with  that 
coninunjty  Tha  corranunity  hid  not 
appfead  tof  any  planning  aanatanca. 
tunding  grants,  or  orjhar  piograma  da- 
rignad  to  bapjin  Irnpwmanting 
community  o^awjtoornant. 

Aftar  aoma  opianaJton  of  tha  program* 
.coflawi,  kt  procaaa,  and  tha  tima 
invoh^d,  tha  mayor  tat  auch  a  program 
*cUd  banaftt  hit  community.  Ojring 
tha  aanaar  and  aarty  tprtngol  1983  tha 
mayor  bagan  aoaoMng  mambara  tor  tha 
Norma'  Economic  Oavatopmant  AoV 
vwory  Ccwrmktaa,  It  waa  ampnaatxad 
that  a  waa  important  to  ha*  rtoMdua* 
intaraatad  in  tha  induatrtat,  latai,  aar- 
\xaa,  and  gowjrjrananta)  aapacta  of  tha 
Gty  of  Ocomo  Fata.  Batwaan  10  and 
20  inowiduah)  fiom  afl  aactora  of  iha 
r^mmuraty^  aoonomic  Bra  agraad  to 
tarva 

tha  intant  of  tha  program  waa  to 
aoquamt  kay  actora  withrOty  of 
Ocorao  Fait  w<th  cftangaa  occurring 
throughout  tha  nation  and  Waconain, 
tha  axtant  and  alpjnjBcanca  of  thaaa 


daugnad  to  continua  community  ao 
nomc  v>aoi8ty  in  thia  tima  of  changa. 

A^aitamif^ihalrnpficationaof 
nauonai  aconomfc  tranda,  iha  0<x.  to 
Fan  aconomy  wao  comparad  wrkh 
twaa  arm**  comrtrunawa.  Than  tha 
commMtaa  ravwwad  w>«  Oconto  Fata  { 
had  oona  to  maintain  U  aconomic 
viabiMy  and  rtito  chartad  a  couraa  of 
acton  tor  tha  tutu*. 

Thaaa  tataor*  anuad  in  tarty  May 
1953.  Iha  commktaa  daiarmmad  that 
ona  priority  waa  induatnal  davatopmart. 
AtKHtm  priority  waa  to  promoU)  "thrtga  ' 
that  bong  outt»da  monay  rto  tha 
communfty'  Wthln  two  >nontha  iha  cay 
of  Oconto  Fttt  vwxAJ  accornpOah 
thoaaooafa. 

Ocorao  Fatt,  which  had  navar  batora 
apptiad  tor  ccrnmunrty  aa^ttopmant  j 
furx^rnadaihadadaton  to  apply  tor  \ 
Community  Oavatoprnant  Block  Grant  | 
montaa  to  aaaUt  a  papar  convarttng 
factory.  Tha  community  aoonomic  anal- . 
yaia  lapon  tormad  tha  baata  of  that 
•ppacation.  Tha  auccaaafut  application J 
pfcvidad  lor  S55O.O0O  of  tadaral  at-  ! 
Mtaoca.  wh*h  lawaragad  an  addibonat 
$1,310,000  of  pnvata  momaa  tor  Iha 


craa&on  of  63  parmanant  (oca.  Tha 
mayor  and  aty  carol  of  Oconto  Fait 
arto  tha  oa^atoc*  a*  aaprati^  appla- 
nation tor  tha  program,  which  thay  taw 
aacorartouting  to  tha  luncang  of  thair 
community  daMtopmant  block  grant 
application.  Tha  cty  ctork  waatQfd  of 
tha  importanca  of  tha  community  aco* 
.  nomto  anally  art  program  in  tha  fv<J  ^g 
aoancy4!  oaoaton  to  apptcva  tha 
C06Q  applcation. 

Othar  actMtiaa  that  graw  out  of  toa 

ccmmunky  aconomlc  anatyaa  program 
a/a  parhapa  was  dramatic  out  may 
prcva  to  ba  aa  akjnflcanL  Ocorao  Fata 
haa  ccntractad  win  a  prtaakl  contul 
tant  to  do  aoma  work  on  import 
tuDautubon  and  downtown  planning. 
Thia  marks  Iha  fkat  Uma  that  Oconto 
Faflt  haa  aapandad  any  significant  tima 
or  monay  on  community  dMtopmant 
planning.  Ona  cty  akfcarman  racantty 
aaJd  that  tor  iha  fcat  tkna  in  tha  ckyi 
raatory  paopla  raafea  tha  vafua  of  a 
proaparcua  downtown. 

Thawj  an  now  ffvaa  additional  naw 
toduatriaa  planning  to  tocata  «  Oconto 
Faka.  k  la  difteul  to  Ink  tha  communay 
aoonontc  anafyws  program  dJractfy  to 
ffwat  naw  induatnat.  Navaflhtittt. 
Ooonto  Faaa  laadart  hava  bacoma 
mca  and  mom  awara  of  tha  impor- 
tanca of  baing  proactivaj  in  tarma  of 
aconomic  davatopmant  rathar  than 


Sutitfiaaty 

Tha  CGrtvnunrty  aconomc  anaryail  pa> 
gram  providaa  an  opportunity  tor 
communay  laadart  and  local  aatanaton 
itoa 


In  tha  kal  of  1062.  whan  tha  oornrnuraty 
aconomic  anaryaia  waa  (Wat  bang  con- 
aidarad,  tavarai  paopla  from  tha  city  of 
Oconto  Faka  todtoatad  a  giaat  daal  of 
concam  about  tha  poaatowry  of  high 
unarnptoymant  Thaaa  paopla  fat  that 
daciatona  by  tha  communkya  major 
amptoyar  wara  baing  mada  by  indl* 
vktoala  who  knaw  vary  (ktta  about  tha 
community  That  no  tongar  la  man* 
ttonad  aa  a  concam  by  cMc  laadart  in 
Ooonto  Faka-ttwouM  probably  ba 
inaccurata  to  aay  that  iha  community 
aconomic  anaryail  program  waa  aoiafy 
raaponabta  tor  thta  turnaround,  tor 
cartatnfy  thara  wara  othar  raaaona  aa 
watf.  Tha  cty  haa  racantty  axpariancad 
naw  political  laadarahlp.  an  Iriflux  of 
invaatmant  monay  and  tavarai  Intar* 
aatad  tocal  davatopara.  Tha  raauk  it  a 
haattiy  aconomc  arrvuonmant  tor  thu 
cornmurvty 


tor  tha  community  Juat  aa  Important, 
tha  program  aharaa  aftarnattva  am* 
agkja  tor  craating  toba  and  inooms  in 
tha  community.  Tha  toaYaJIcation  of 
tocal  aoonomic  davatopmant  chat 
tongaa  can  tranaiata  aducaaon  into 
community  action.  But  tor.oommunay 
action  to  occur  raojukaa  a  oommkrnant 
by  tha  cktzana  invofvad  in  tha  program 
to  tranaiata  thaw  goafa  and  briaf  action 


Ona  raaut  of  tha  program  it  an 
incraaaad  raapact  tor  aatanatoni  aco* 
nomte  davatopmant  roia.  Tha  program 
prcvtoaa  tha  local  agarv  wah  graatar 
capacity  to  provida  aconomic  antryaia 
tor  othar  communitiaa  in  tha  county 
Thtt  progr  jm  it  vary  much  a  program 


Cj^k  * 1   ■        *  -  -    ■  -      ■  «     -  -  -*  n  mm  m 

cnora  raw:  joa  jopaa  ano  wag 
Lamb  ara  cortvnunity  dr^ratopmant 
agantt  tor  tha  atoanaton  aarvtea  of  tha 
Unrvaraky  onwaorjnatn.  Jopak  haa 
baan  tha  oortvnunky  oavatopmant 
agant  tor  tvgM.COHMy  Unot  Jury 
197Z  Ha  haa  awo  workad  aa  an  araa 
agant  in  aoutham  Mnok)  and  wkh  tha 
tlnoia  Buraau  of  Outdoor  RaoraaVxi 
Ha  aamad  hit  bachatora  dagraa  n 
agricukura  and  hia  maatatli  dagraa  in 
axtanaton  aducabon,  both  from  Iha 
Unharaxy  of  Knoia. 

Lamb  haa  baan  tha  oommuraty  oavaf 
opmant  agant  tor  Oconto  County  tor 
truaa  yaart.  Batora  toWng  tha  mm- 
•ton  tarvtoa.  ha  waa  tha  coordtoator  of 
tha  Oconto  County  Pavatopnwnt  Cor- 
poration. Ha  haa  a  bachatora  dagraa  in 
phloaophy  from  Iha  Urtvaraty  of  Mtn- 
naaota  and  a  rnaatara  dagraa  in 
Engibh  KiaraMa  from  tha  Ur*vara«y  of 
VVltconain  at  Maowon. 

Jopak  can  ba  raachad  at  (715) 
6274236.  whfla  Lamb  can  ba  raachad 

at  (414)  634*5322. 

Rtraona  totarattad  in  cortrrcuting  an 
'In  tha  Fiato"  column  thoutd  contact 
Rural  Oawjtopmant  Nawa  adaor  Brian 

Holding  at  (515)  294-1183. 


640 


•witsw 

ERIC 


647 


Community  Economic 
Preparedness 
Index 


'-1 


Measuring  community  efforts 

to  improve  employment  and  income 


INSTRUCTIONS 
and 

AGENCY  ASSISTANCE  GUIDE 


produced  Jointly  by 

Wisconsin  Department  of  Development  and 
University  of  Wisconsin-Extension 


D«v*lop«j  by 
Qt#n  Putm,  Ron  Stuff*,  AyM  Sonwwn,  end 
Sydney  8Unl  forth  of  tt*  Unlvtrtlty  of  Wltconttn-ExtantJon, 
and  Vtnce  Rtybum  of  tht  Wltcontln  D«ptrtm*nt  of  Development 


ERIC 


650  "f 


648 


Instructions 


PURPOSE 

Wisconsin  cities  tod  villages  compete  with  communities  across 
the  nation  for  new  jobs  and  increased  income.  The  Community 
Economic  Preparedness  Index  (see  attached)  can  help  Wisconsin 
citizens  analyze  and  take  action  to  prepare  their  communities 
to  be  aa  competitive  as  possible. 


Between  30, 000  and  40, 000  new  jobs  must  be  provided  la  Wiscon- 
sin each  of  the  next  few  years  If  people  entering  the  labor  market 
are  to  find  adequate  employment  opportunities.  In  1980,  just 
under  one-fifth  of  all  Wisconsin  households  received  less  than 
$7,500  annual  Income.  To  gain  enough  quality  jobs,  through  both 
private  and  public  employment,  Wisconsin  communities  must  bf 
competitive  with  communities  la  other  states. 

Community  residents  seldom  have  complete  control  over  their 
economic  destinies.  Industrial  leaders  make  business  location 
decisions  while  state  and  federal  governments  enact  laws  affect- 
ing business  decisions  and  Income  distribution.  Nonetheless, 
nearly  all  communities  can  do  a  number  of  things  to  create  the 
best  environment  possible  (within  their  resource  limits)  for 
economic  growth.  Note  that  economic  growth  may  result  in 
increased  jobs,  income,,  or  both. 

The  Community  Economic  Preparedness  Index  is  a  list  of 
activities  and  conditions  feat  can  be  controlled  by  the  community 
itself.  A  community  wishing  to  maximize  Its  opportunities  for 
economic  growth  can  examine  Its  activities  and  conditions 
against  the  Index  and  test  Its  preparedness.  If  the  community 
feels  a  need  to  act,  the  Index  points  out  things  which  might  be 
done. 

The  Community  Economic  Preparedness  Index  Includes  Indicators 
of  all  community  opportunities  to  improve  employment  and 
income,  such  as: 


NOTE:  Additional  copies  of  IhSTRUCTIONS  and  AGENCY  ASSISTANCE  GUIDE 

are  available  from  Prof.  GlenC.  Pulver,  Dept.  of  Agricultural  Economics, 
University  of  Wisconsin-Madison,  Madison,  Wi  $3706. 
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Instructions 


1.  Attracting  new  basic  employera  through  industrial 
development  programs 

2.  Helping  existing  businesses  grow  through  business 
management  courses 

3.  Improving  the  ability  to  capture  dollars  locally  through 
tourism  and  sales  promotion  activities 

4.  Encouraging  the  formation  of  new  businesses  through 
support  of  financial  institutions 

5.  Increasing  aids  received  from  broader  governments 
through  organized  program  efforts,  and 

6.  Other  activities 

The  Index  contains  20  major  items.  None  is  more  Important  than 
the  others.  Consider  all  items  in  determining  the  community's 
preparedness. 


Three  cautions: 

1.  A  high  rating  on  the  Index  does  not  assure  greater 
employment  or  higher  income.  Individual  busineases 
and  state  and  federal  government  will  continue  making 
decisions  critical  to  local  economic  conditions.  In 
addition,  the  community  may  aimply  be  short  of  re- 
sources or  otherwise  geographically  disadvantaged. 

2.  Local  citizens  may  not  consider  growth  their  primary 
need  or  interest.  Investments  aimed  at  better 
community  economic  preparedness  might  be  undesir- 
able from  the  citizens'  standpoint. 

3.  Community  leaders  contemplating  action  as  a  conse- 
quence of  this  analysis  should  consider  environmental 
factors  such  as  air  and  water  quality,  noise  levels, 
population  density,  solid  waste  management,  and 
visual  aesthetics. 
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instructions 


PROCEDURE 


Local  citizens,  county  extension  agents,  or  others  may  initiate 
the  inquiry  regardirg  use  of  the  Commun'ty  Economic  Prepared- 
ness Index. 

Community  economic  development  specialists  from  University 
of  Wisconsin-Extension  and  the  Wisconsin  Department  of 
Development  will  meet  with  community  leaders  to  discuss  the 
Index.  Univereicy  of  Wisconsin -Extension  community  develop- 
ment agents  will  be  invited  to  assist  in  the  program  whenever 
possible . 

Key  participants  include  local  leaders  such  as  the  mayor  or 
village  board  president,  chamber  of  commerce  or  business 
association  executives,  industrial  development  corporation 
executives,  and  others  in  critical  decision- making  roles. 
They  may  meet  individually  or  as  a  group. 

Every  Community  Economic  Preparedness  Index  item  will  be 
discussed  briefly  and  each  community  leader  will  be  asked  to 
check  the  Index  form  as  he  or  she  feels  appropriate.  The  form 
is  to  help  the  community  with  its  own  analysis  of  preparedness. 
Community  leaders  should  keep  their  own  copies  of  the  form. 
If  a  group  meeting  is  held,  a  show  of  hands  or  some  other 
mechanism  might  be  used  to  indicate  consensus  of  those  pre- 
sent. 

If  community  leaders  desire,  specialists  from  UW -Extension 
and  the  Wisconsin  Department  of  Development  will  meet  with 
community  groups  to  discuss  community  preparedness  as 
indicated  by  the  Index. 

On  the  form  itself,  the  ^es  or  no  questions  provide  some 
general  guidance  as  to  the  adequacy  of  the  community's 
preparedness  on  the  specific  item.  Check  the  yes,  no  or  ]_ 
boxes  for  each  subcategory  before  ranking  the  category  as 
a  whole.  Where  numbers  are  called  for,  fill  the  blank  as 
accurately  as  possible,  or  insert  a  H?M  in  the  blank- 

If  community  leaders  want  further  analysis  or  action  on  any 
specific  aspects  of  community  economic  preparedness,  they 
should  invite  specialists  from  UW -Extension  and  the  Wisconsin 
Dept.  of  Development  to  meet  with  them  to  help  build  a  plan. 
A  list  of  agencies  and  organizations  which  can  assist  with 
each  aspect  of  the  index  follows. 
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Agency  Assistance  Guide 


Considerable  assistance  is  available  to  help  community 
leaders  plan  for  community  economic  preparedness. 
The  following  list  is  keyed  to  items  in  the  Community 
Economic  Preparedness  Index. 


1.  Economic  Development  Planning 

*  Wisconsin  Dept.  of  Development 

123  W.  Washington  Ave.,  Madison,  WI  53702 
Vance  Rayburn  -  608/266-2688 
Jim  Gruemzel  -  608/266-0563 

*  Regional  Planning  Commissions 

Contact  the  nearest  regional  planning  commission. 

*  University  of  Wisconsin-Extension 

Contact  Glen  Pulver  or  Ron  Shaffer  (Ag.  Econ. ,  Madison) 
via  your  county  Extension  office. 

2.  Land  Use  Planning  and  Zoning 

*  Regional  Planning  Commissions 

Contact  the  nearest  regional  planning  commission. 

*  County  Zoning  Administrator 

*  University  of  Wisconsln-Exten3ion 

Contact  Richard  Barrows  or  Douglas  Yanggen  (Ag.  Econ.,  Madison) 
via  your  county  Extension  office. 

3.  Industrial  Development  Corporations 

4.  inventorying  Available  Commercial  Buildings 

*  Wisconsin  Dept.  of  Development 

123  W.  Washington  Ave.,  Madison,  WI  53702 
Fred  Pearce  -  608/266-0165 
Vance  Rayburn  -  608/266-2688 

5.  Industrial  Development  Sites 

6.  Shell  Buildings 

*  Wisconsin  Dept.  of  Development 

See  #3,  above. 

*  Public  Utilities 

Contact  the  local  public  utility,  either  gas  or  electric. 

7.  Labor  Surveys 

*  Job  Service 

Contact  the  local  Job  Service  office. 

*  Wisconsin  Dept.  of  Development 

See  #3,  above. 
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8.  Promotional  Brochures 

*  W  'sconsin  Dept.  of  Development  -  Division  of  Tourism 

123  W.  Washington  Ave.,  Madison,  WI  53702 
Ann  Van  Ess  -  608/266-9243 
Stan  Solheirn  -  608/266-7018 
Rae  Van  Wyhe  -  608/266-1238 

*  University  of  Wisconsin-Extension  Recreation  Resources  Center 

Contact  Jack  Gray  or  Ayse  Sonlersan  (Madison),  via  your 
county  Extension  office. 

*  Public  Utilities 

Contact  the  local  public  utility,  either  gas  or  electric. 

9.  Community  Economic  Profile 

*  Wisconsin  Dept.  of  Development 

See  #3,  page  1 . 

*  University  of  Wisconsin- Extension,  local  county  office 

*  Public  Utilities 

Contact  the  local  public  utility,  either  gas  or  electric. 

10.  Industrial  Revenue  Bonding 

*  Wisconsin  Dept.  of  Development 

See  #3,  page  1. 

11.  Local  Bank  Support 

*  University  of  Wisconsin-Extension 

Contact  Ron  Shaffer,  Sydney  Staniforth  or  Glen  Pulver 
(Ag.  Econ. ,  Madison)  via  your  county  Extension  office. 

*  Wisconsin  Dept.  of  Development 

See  #3,  page  1. 

*  Small  Business  Administration 

210  E.  Washington  Ave.,  Rm.  213,  Madison,  WI  53703 
James  Bren,  Chief,  Finance  Division  -  608/264-5261 

*  Wisconsin  Bankers  Association 

16  N.  Carroll  St.,  Madison.  WI    53703  -  608/256-0673 

*  Wisconsin  Business  Development  Finance  Corporation 

P.O.  Box  7970  [123  W.  Washington  Ave.),  Madison,  WI  53707 
JohnGiegel,  Director  -  608/267-9381 

12.  Encourage  Existing  Businesses 

*  Wisconsin  Manufacturers  and  Commerce 

111  E.  Wisconsin  Ave.,  Milwaukee,  WI   53202  -  414/271-9428 

*  University  of  Wisconsin-Extension 

Contact  Bob  Pricer  (Madison)  via  your 
county  Extension  office. 

*  Vocational,  Technical  and  Adult  Education 

Contact  the  District  VTAE  office. 

*  Wisconsin  Dept.  of  Development 

See  #3,  page  1 . 
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13.  Retail  Sales  Programs  and  Commercial  Development 

*  Wisconsin  Manufacturers  and  Commerce 

See  #12,  page  2. 

*  University  of  Wisconsin-Extension  Recreation  Resources  Center 

Contact  Jack  Gray  or  Ayse  Somersan  (Madisou)  via 
your  county  Extension  office. 

*  Wisconsin  Dept.  of  Development 
123  W.  Washington  Ave.,  Madison,  WI  53702 


Milt  Strauss  -  608/266-3750 
Bert  Stitt  -  608/266-5547 
Lake  Superior  Tourism  Development 
810  Prentice,  Ashland,  WI  54806 
Ruth  Goetz  -  715/682-6529 


14.  Trade  Area  Surveys 

*  University  of  Wisconsin-Extension 

Contact  Fritz  Sauer  (Eau  Claire) 
via  your  county  Extension  office. 

15.  Downtown  Program 

*  Wisconsin  Manufacturers  and  Commerce 

See  #12,  page  2. 

*  University  of  Wisconsin-Extension 

Contact  Don  Duxbury  (Gov't,  and  Community  Development, 
Madison)  via  your  county  Extension  office. 

*  Wisconsin  Dept.  cf  Development 

123  W.  Washington  Ave.,  Madison,  WI  53702 

Ann  Van  Ess  -  608/266-9243  Jim  Gruentzel  -  608/266-0563 
Bert  Stitt  -  608/266-5547 

*  Billboard  and  Street  Sign  Laws,  Permits 

WI  Deot.  of  Transportation,  Permits  Unit 

Central  Highway  Maintenance  Section  P.O.  Box  7916, 

Madison,  WI   53707  -  608/266-3638 

16.  Directory  of  Restaurants,  Motel  and  Recreational  Facilities 

*  Wisconsin  Dept.  of  Development  -  Division  of  Tourism 

123  W.  Washington  Ave.,  Madison,  WI  53702 
Ann  Van  Ess  -  608/266-9243 

*  University  of  Wisconsin- Extension  Recreation  Resources  Center 

Contact  Don  Schlnk  or  Ayse  Somersan  (Madison)  via 
your  county  Extension  office. 
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17.  Major  Community  Events 

*  Wisconsin  Dept.  of  Development 

123  W.  Washington  Ave.,  Madison,  WI  53702 
Ann  Van  Ess  -  608/266-9243 
Bert  Stitt  -  608/266-5547 

*  University  of  Wisconsin-Extension  Recreation  Resources  Center 

See  #16,  page  3. 

18.  Public  Services 

a.  Fire  service  grades 

Insurance  Service  Office,  615  E.  Michigan  Ave. ,  Milwaukee 

b.  Solid  waste  management 

•  WI  Dept.  of  Natural  Resources.  Contact  district  DNR  office. 
University  of  Wisconsin-Extension.  Contact  via  your  county 
Extension  office. 

c.  Sewer  discharge  requirements 

WI  Dept.  of  Natural  Resources.  Contact  district  DNR  office. 

d.  Water  capacity 

WI  Dept.  of  Natural  Resources.  Contact  district  DNR  office. 

e.  Street  improvement  plan 

WI  Dept.  of  Transportation.  Contact  district  DOT  office. 

f.  Airport  facilities 

WI  Dspt.of  Transportation,  Bureau  of  Aeronautics 
F.  Wolf,  Bureau  Director,  P.O.  Box  7914,  Madison. 
WI  53707  -  608/266-3351 

19.  Acquiring  State  and  Federal  Funds 

*  Wisconsin  Dept.  of  Development 

123  W.  Washington  Ave. ,  Madison.  WI  53702 
Jim  Gruentzel  -  608/266-0563 

*  Regional  Planning  Commissions 

Contact  the  nearest  regional  planning  commission. 

20.  Living  Environment 

a.  Senior  citizen  transportation 

WI  Dept.  of  Health  and  Social  Services 

b.  Public  Housing 

WI  Dept.  of  Development 
c    Public  Parks 

WI  Dept.  of  Natural  Resources 

d.  Physicians 

WI  Dept.  of  Health  and  Social  Services 

e.  Low  and  moderate  income  housing 

WI  Dept.  of  Development 

f.  Educational  systems 

WI  Dept.  of  Public  Instruction 

g.  Youth  organizations 

University  of  Wisconsin-Exte.tsion.  Contact  county  office. 
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Community  Economic 
Preparedness 
Index 


Measuring  community 
efforts  to  Improve 
employment  and  Income 

Produced  Jointly  by  the  Wisconsin  Department  of  Development  and  University  of  WlscortslrvExtenelon 


Instructions 

Ths  purpose  of  the  community  economic  preptrodnses 
Inosx  It  to  help  cnissm  SMly»  stid  plsn  action  to  ^ 
prove  ttttfc  cemmunrtyfr  opportunity  to  tncrtm  tmptoy- 
mtnttnd  InoorneTholnoexIsettstof  actMUsssndoon* 
dtttont  met  can  bs  controlled  by  tht  community. 

To  oompltte  tht  tocm,  nil  In  tht  y"  or  "no"  bKr*»  hx 
each  Item,  then  rank  ths  oUsgory  as  a  whole.  If  you  do 
not  know,  mark  T.  rtemt  mertotd  "no"  and  categories 
rated  tsb*  or  •mWmer  Indlcais  areas  In  need  of  Inv 
provemtnt.  Tht  Index  was  designed  for  communities  of 
betwesn  1  jOOO  and  20jOOO  people  in  size. 

1.  Tht  oomamnlty  has  aa  eoonoetio  dtvttapMtrtt  plan* 
Yes  No  ? 

□  □   □  •-  Pn*sredeix1  reviewed  by  a  ettl- 

sent  ocynKtos. 

n  n   n  b.  Formsfly  adopted  by  ths  vtltagt 
LJ  LJ  LJ     boerd/olty  council  within  ths  last 
thres  years. 

□  □  □  a  k**^****1*^*^***1*0* 

sources  of  employment. 

D  D   D  ^  Th«pUn  c*K*xjr»o*toooorn*c 


Sl  Tht  ooanmntty  has  an  InduoMti  eevttosvetnt  oarpo* 


arckona:  Excmttfrt  Good  F%k  Minima 

im  Tht  oonwNnJtv  has  s  ttnd  uss  pttn  tftd  Mnlny  oroV 
wsiwetostdifcisliihSMsWsfaadcpasawclrtMiii. 

Yss  No  ? 

□  □  □  a  It  hat  been  written  or  formally  re- 
viewed within  ths  Isst  three  years. 

n  n  n  b.  Provision  Is  mads  for  expansion  of 
«-»«-»   «-»     cornmtrcial  «*J  Induttritl  trtta 

a  redone:  Exottont  Good  Ftlr  Minim*! 


Yet  No  ? 

f — i  c — i  c — i  a  Thtra  it  en  organized  Irxluttriel 
devetoprntnt  prospect  contact 
teem. 

□  □  □        anmiai  updsts  of  Industrial 

dtvotoprrttnt  Information  hes  been 
filed  with  tht  Wisconsin  Ospt  of 
Business  Development 

n  n  n  v-T** eorporstlon has flnenotd en 
«-»«-»«-»     Industrie!  prospect  eseichoutelde 

of  the  community  w  Jhin  tht  peel 

two  years. 

 d.  Budget  (tmourtt). 

 a  Msmbership  (number). 


drdeone:  &roefltnf  Good  Ftk  Wnlmti 
e^  Tht  community  hat  e  oonteot  eyetosi  for  Inventorying 


Yet  No  ? 

I~l  n  l~l  *■  Alttt  of  current  vecencltscsn  be 
LJ        LJ     provided wtthntwodeya 

n  n  l~l  h.  IhtUstlndudesequerefootepe, 
u  LJ  LJ     photographs,  property  description, 
and  owntrehlp. 

arcJeone:  ExoMhnt  Good  Fa*  AflWms/ 


o 
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No 

? 

□ 

□ 

□ 

□ 

□ 

□ 

U 

n 
U 

n 
U 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

n 

□ 

□ 

□ 

□ 

of  15  ooroo  or  more. 

i  Thro  h  on  odiouote  wOtr  Hot 

<«r  or  mora)  to  mo  property  Mm. 

.  Thora  ora  hoovy  duty  otrotte  not 
through  •  foofcjonthl  oroa  to  tho 
boundary. 

.  Thro  It  on  odoojuora  mo  Woo 

(ir  or  mora)  to  tho  proporty  Hno. 


raotrlotJono  to  raaolty  ovoHtbio. 

ovoMot^o,  mdudmQ  otto  loyouL 
CJrdoono:  firaoionf  Oood  Ftk  Minimi 

•*  Tho  ooanoralf  hoo  o 


Yoo  No  ? 

D  D  D  "» MWrmonof  IMOOoq-ft 

□  G  □  F^tocoWnQd«of»noo,16fi 

□  □  □  *  Hlooxpondobto. 

□  G  □  <*■  L*/0**  Photo  or*  aval  labto. 
pi  | r-|  o.  An  omuol  update  hoo  boon  filed 
u  ^  u  wtthmoWlooonolnOoptofDovol- 


Ordoono:  Excxlhnt  Oood  Fir  kUnfmtl 


7.  Tho  ■  iMjhaoo^oloioriomjoalfrfio 

Yoo  No  T**" 

□ '□  □  *-  Ktooka^thonumborof  poopteby 


□  □  □  b,Wk^«oyiotoorolWno, 

oonom  onoMoo* 

□  □  □  *  ^""ft**       l«bor  untono  oio 

praoont  In  tho  community  » 

Q  Q  Q  d.  h  doooriboo  oboontoolom  roAoo. 
Q  i£n  g  a.  It Idontffloo work foroo portfolpo* 


□  □  g  f.  It  Indteoteo  tho  dtetonoo  pooplo 
wW  traool  to  work. 

n  □  □  0-  ThooomrmirVryteoroarttoodiodo 
^     oopodol  tabor  runty  on  raquoot 

CkdoonK  ExooHmrt  Good  Fir  Mfcfaa/ 


%.  Tho  oowjnwwJty  hoo  o 

YOO  NO  ? 

ri  l~l  l~l  *-  It  daacribta  tha  rtoraaftonoi  oppor- 
u  1-1  u  tunrttoo. 

f~|  f~|  pi  b.  Itprovklooodooorfpttonof  oorvtooo 
u  u  1-1  (o*rotoM,teotouronto). 

I~l  l~l  l~l  *  «o»«cn^lhoqu*Kyof  public 
oortftooofe^oohoola.hoopttate). 

□  g  g  d,  ttdoocrlbooprrratohouolnoquomy. 

□  □go.  Wdoocrlbcoriwjoromptoyoro 

Onduotry,  oommoroo,  oovommont). 

□  □  □  boon  rovtoodwm*  tho  loot 

Clrcloono:  Exoothnt  Oood  Fir  Minimi 


OPPORTUNITIES 
FOR 

DEVELOPMENT: 
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E£i£  -659 


657 


9.  The  community  has  completed  and  distributed  a 
"Community  Economic  Profile*  whftln  the  past  year. 
(Example:  those  Cone  by  the  Wisconsin  Dept.  of 
Development,  public  utilities,  etc ) 
Yes  f Jo  ? 

□  □  □ 

Circle  one   Excellent  Good  Fa/r  Minima 

Id  The  local  government  helps  business  acquire 

financing. 

Yes  No  ? 

I — |  I — |  I — |  a.  Has  passed  an  industrial  revenue 
LJ   LJ  LJ      bond  Interest  resolution. 

pi   pi  pi  b.  Has  created  a  tax  incremental 
1 — 1  1 — '  1 — '     financing  (TIF)  district. 

PI   n  n  c"  Has  encouraged  the  formation  of  a 
small  business  development 
organization. 

Circle  one   Excellent  Good  Fa/r  Mlnlmtl 

11.  Local  banks  support  community  economic  develop- 
ment. 

Yes  No    ?  # 
pi   p|  p|  a  Local  banks  have  utilized  a  corre- 
LJ   LJ  LJ      s^rfndent  bank  relstlonshlp  In 

financing  a  local  project  within  the 

past  two  years 

pi   pi  pi  b  Local  banks  have  actively  solicited 
LJ   LJ  LJ      commercial  and  industrial  loans 
within  the  past  year. 

pi   pi  pj  c.  Local  ba i ks  ha v*  made  Small  Bust- 
ness  Administration  guaranteed 
loans  within  the  past  two  years 

l~1   PI  PI  d -  Bank  off idala  are  active  in  commu- 
te1 l-1  l-1     nily  economic  development  organl- 
rations. 

Circle  one.  Excellent  Good  Felr  Mlnlmel 


□   □  □ 


□  □  □ 


□  □  □ 


12.  The  community  has  a  program  to  encourage  exist- 
ing businenee  (commercial  snd  Industrial). 

Yes  No  ? 

a.  At  least  three  adult  courses  in 
business  management  were  taught 
last  year. 

b.  The  Chamber  of  Commerce,  busi- 
ness organization,  or  industrial 
group  makes  regular  visits  to  busi- 
ness managers. 

c.  An  annual  industrial  and  commer- 
cial recognition  event  (exhibit,  field 
day)  la  held. 

Circle  one:  Exceihnt  Good  Fa/r  Alto/me/ 

13.  Tht  community  haa  a  chamber  of  commarca  or  bual- 
neea  organization  *  *Wng  on  retail  ae»ee  programa 
and  commercial  development. 

Yes  No  ? 

pi  pi  pi  a.  Has  a  paid  {chamber  of  commerce, 
^  business  organization)  executive  M 

least  on  a  part-time  oasis 

pj  pj  pj  b  Has  a  tourist  promotion  committee. 

 c.  Number  of  members  (number). 

 d.  Budget  (figure). 

Circle  one.  Excellent  Good  Fa/r  Minimal 

14.  The  community  has  comply.  ,  a  trade  area  aurveyf 
analysis  within  the  laat  threa  yeera. 

Yes  No  ? 

a.  The  findings  have  been  teported  to 
local  businesses. 


□  □ 

□  □ 


b.  The  findings  have  been  communi- 
cated to  business  prospects  out- 
side of  the  community. 


Circle  one:   Excellent  Good  Fa/r  Mlnlmel 


- 

Capture  Dollars  Locally      Attract  New  Industry         Increase  Aids  Received 
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15.  The  community  rut  an  active  downtown  program. 


street  promotion  activity  (e  g 
monthly  trade  days) 


Yes 

No 

7 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

c. 


cal  renovation  within  the  past  10 
years 

Merchants  are  following  the  plan 
when  renovating 


sign  ordinance. 

Has  Improved  main  street  lighting, 
seating,  and  traffic  flow  within 
past  10  years 

_  f.  Numberof  downtown  Duslness  area 
public  parking  spaces  (number). 

Excellent   Good  Fair  Minimal 


16.  The  c.  ..<munlty  hat  a  published  directory  0f: 
Yes  No  ? 

D  D  D  a  Re5,auran,s 
D  D  D  ^  Mo,e,s  andno,e,s 

□   □  □  c  Recreational  facilities 
Circle  one*   Excellent   Good  Fair  Minimal 

17.  The  cc  nm unity  hat  at  least  one  major  community 
ever.;  jt»h  ye**  (one  which  has  an  impact  broader 
than  the  community,  attracting  at  minimum  people 
from  neighboring  communities,  e  g.  pageants,  festl* 
vats,  contests,  derbies,  fairs) 

Llsttheevents.  


Circle  one*   Excellent   Good  Fair  Minimal 

16  The  public  services  of  the  community  are  adequate. 

Yes  No  ? 

n-  n  n  a  The  municipal  fire  service  is  Grade 
u   u  u      6, 7  or  8  or  better  (rated  In  past  5 
years). 

r-i  r-i  r-i  b  Has  capacity  for  environmentally- 
sound  solid  waste  management  In 
landfill  sites  for  at  (east  five  years 

(continued  to  next  coiu.nn) 


n  n  n  c>  MMtsa,,DePt'ofN*turs,FwsourcM 

sewer  discharge  requirements  or 
has  Initiated  the  facilities  planning 
process. 

n  n  i  1  d.  Has  excess  water  capacity  equlva- 
lj  lj   t_J  ientto5%ofltscurrentp?oulation. 

□  □  [~1  8  Has  an  organized  plan  for  next  five 
years  for  capital  improvements  on 
streets. 

n  n  n  Ha8*n*irp°rtwitha3.9oo-foot 

u  u   u      paved  runway  or  better. 
Circle  one   Excellent  Good  Fair  Minimal 

19.  The  community  has  submitted  proposals  for  atate 
and/or  federal  funding  for  development  programs. 

Yes  No  ? 

O  □   □  a"  Fofnou8ln0- 

n  n  n  °-  For  ,w0  °' tha  'o,,owin0'  sewer. . 
u  u   u      water,  streets,  fire  protection, 
waste  man* cement. 

n  n  n  c-  F^^o'^foiiowma  airport. 

u  u   u     health  protection,  public  parks, 
community  building. 

Circle  one-  Excellent  Good  Fair  Minimal 

20.  The  commodity  presents  s  poetttve  Irving  environment. 


transportation  system. 

.  There  Is  a  senior  citizen  public 
housing  development. 

.  There  are  10  acres  or  more  of  pub- 
lic parks  per  1,000  people. 

.  There  are  fewer  than  1,000  people 
per  physician. 

,  The  percentage  of  low  and  moder- 
rte  Income  households  with  hous- 
ing assistance  needs  Is  below  13%. 

n  f~l  f~l  '■  All  educational  systems  are 
^  ^  ^  adequate. 

  g  How  many  youth  organizations  are 

there  functioning  In  the  commu- 
nity? (number) 

Circle  one    Excellent  Good  Fair  Minimal 


Yes 

No 

? 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

□ 

OBt&QVl  Unrvwrslty  o*  Wleconakvfjrtanalon,  Cooperate  Ex 
|XKNSrON  tension  Programs.  Gate  L  VandeBerg,  director.  In 
PROGIHM^  cooperation  with  the  US  Department  of  Agriculture 
ULUEX.  and  Wisconsin  count's*,  publishes  this  Information 
t o  k  nurpose  ol  the  May  8  and  June  30. 191 4  Acts  of  Con- 
grs9«,  and  prov>i#*  eousl  opportunities  in  employment  and  pro- 
gramming including  Tii*  IX  requirements 

Produced  by  the  Depart/rent  of  Agricultural  Journalism.  Unbter 
sity  ol  Witcontin-Maditon 

I31W    COMMUNITY  ECONOMIC  PREPAREDNESS  INDEX 
20S  ROS42  10M-H 


This  publication  Is  available  from  your  Wisconsin  county  Exten- 
sion office  or  from 
Ag'lcutturtt  Bulletin  Bu!ktlng 
1535  Observatory  Ortve 
Madison.  Wisconsin  53705 
Phone  606-262O346 

Editors,  before  publicizing  should  contact  the  Agricultural  Bulle- 
tin BulkHng  to  determine  Its  as  liability. 
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JOBS 
and 

INCOME 

What  you  can  do 


University  of  Wisconsin-Extension  can  help 
you  and  your  community  identify  specific 
actions  you  can  take  to  improve  local 
employment  and  Income. 


University  of  Wisconsin,  United  States 
Department  of  Agriculture  and  Wisconsin 
Counties  Cooperating. 


UW-Extension  provides  equal  opportunities 
In  employment  and  programming,  Including 
Title  IX  requirements. 
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JOBS  and  INCOME: 
What  you  can  do 
about  Community 
Economic  Development 


University  of  Wisconsin-Extension's 
community  economic  analysis  program 
can  help  you  develop  a  plan  of  action  to 
create  jobs  and  income  in  your  community. 

To  help  you  think  through  what  can  be 
done,  your  County  Extension  Agent  and 
University  specialists  can  explain: 

•  Your  community's  economic  situation 

•  Specific  opportunities  available  to 
improve  jobs  and  income 


Actions  that  can  be  taken  locally  and  that 
are  likely  to  improve  local  employment  and 
income  include: 

•  Improve  efficiency  of  existing  firms 

•  Improve  ability  to  capture  dollars 

•  Attract  new  basic  employers 

•  Encourage  new  business  formation 

•  Increase  aids  received  from  broader 
government  levels 


UW-Extension  can  help  you  choose 
specific  activities  to  undertake. 
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Participants  in  the  Community  Economic 
Analysis  Program  include  15-20  com- 
munity leaders  representing  local  govern- 
ment, the  Chamber  of  Commerce,  indus- 
trial developers,  bankers,  business  people, 
and  other  concerned  citizsns. 

For  more  details,  contact  your  County 
Extension  Community  Development  Agent, 
or: 

Glen  Pulver  (608/262-4963) 
Ron  Shaffer  (608/262-9485) 

Department  of  Agricultural  Economics 
University  of  Wisconsin-Madison 
427  Lorch  Street 
Madison,  Wisconsin  53706 
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Community  Economic 
Analysis  Program 
Sessions  held  in  your 
community 


I  Session  1— Review  recent  changes, 
I  trends  in  Wisconsin  and  U.S.  economies 
I  and  i/nplications  for  your  community. 
I  Explore  shift  from  goods  to  service 
I  economy,  aging  of  labor  force,  future 

sources  of  new  job  growth,  changes  in 
I  income  sources.  Review  economic 
I  conditions  in  your  community. 

Session  2— Analyze  in  detail  characteristics 
of  trade  area,  level  of  current  trade  activity 
and  possible  new  trade  activities  in  your 
community.  Segment  makes  extensive  use 
of  community  employment  and  income 
data.  Emphasizes  economic  conditions  in 
I  your  community  compared  with  similar 
communities  as  weli  as  changes  over  time. 

Session  3— Complete  self-evaluation  using 
"Community  Economic  Preparedness 
Index"  that  examines  types  of  economic 
development  activities  your  community  has 
already  undertaken. 

Session  4—  Develop  a  specific  overall  plan 
of  action  to  positively  affect  your  com- 
munity's economic  future.  The  top  8-10 
items  will  be  developed  further,  including 
what  needs  to  be  done  and  who  will  do  it. 


663 


SOME  economic  forces  are 

beyond  community  control . . . 

OTHER  economic  factors 

can  be  influenced  at  the  local  level. 

IF  YOU  WANT... 

•  More  JOBS  for  local  residents 

•  Improved  local  INCOME 

•  Increased  SALES  at  local  stores 

•  NEW  BUSINESSES  in  your  community 

•  Increased  PROFITS  for  local  firms 

•  Tax  dollars  WORKING  for  your 
community 

UW-EXTENSION 

can  help  you  understand,  analyze,  and 
evaluate  your  community's  economic 
situation,  so 

YOU  can  develop  a  plan  of  action 

for  your  community's  future  economic 
development. 


RURAL  ECONOMIC  DEVELOPMENT 


,     WEDNESDAY,  MAY  15,  1985 

Congress  of  the  United  States, 
Subcommittee  on  Agriculture  and  Transportation 

of  the  Joint  Economic  Committee, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
SD-562,  Dirksen  Senate  Office  Building,  Hon.  James  Abdnor  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Senators  Abdnor  and  D*Amato. 

Alg>  present:  Robert  J.  Toetemd,  deputy  director;  and  Dale  Jahr 
and  Kennetn  Brown,  professional  staff  members. 

OPENING  STATEMENT  OF  SENATOR  ABDNOR,  CHAIRMAN 

Senator  Abdnor.  The  subcommittee  will  come  to  order. 

Welcome  all  of  you  gentlemen  to  our  Joint  Economic  Committee 
panel  this  morning. 

This  is  the  second  hearing  in  a  series  on  the  rural  economy  and 
as  we  all  know,  rural  America  is  not  participating  fully  in  the  cur- 
rent U.S.  economic  recovery  and  today's  topic  is  especially  perti- 
nent in  light  of  that  fact. 

Last  week,  we  held  a  hearing  on  the  condition  of,  and  prospects 
for.  Mam  Street.  The  prognosis  was  not  good.  The  rural  population 
is  dwindling  and  growing  older;  rural  income  is  sagging;  agricul- 
tural and  natural  resource  industries  are  in  the  throes  of  recession; 
and  small  communities  are  losing  their  economic  identity.  The 
foundation  of  our  rural  economy  is  crumbling. 

Today's  hearing  on  economic  development  is  the  keystone  to  the 
reyitalization  of  rural  America.  If  rural  towns  and  cities  are  to 
exist,  they  must  have  an  economic  foundation.  Rural  America's 
traditional  reliance  on  agriculture  has  resulted  in  a  decades-long 
decline  in  growth  relative  to  the  overall  U.S.  economy.  The  only 
thing  that  can  reverse  that  trend  permanently  is  to  <fiversify  the 
economic  base  and  create  new  value-added  employment  opportuni- 
ties. 

Having  said  that,  let  us  not  forget  that  agriculture  also  offers  a 
great  future  for  not  only  rural  America,  but  urban  America  as 
well.  I'm  bullish  on  U.S.  agriculture,  and  if  we  can  enact  an  effec- 
tive farm  program  and  reduce  the  Federal  deficit  and  lower  inter- 
est rates  and  exchange  rates,  I'm  convinced  that  the  farm  sector 
will  go  gangbusters.  And  rural  America  will  bloom  and  prosper 
right  clong  with  it. 

Kural  America  has  all  the  necessary  ingredients  for  economic 
growth.  We  have  all  the  natural  resources  at  our  fingertips.  We 
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have  a  labor  force  unrivaled  in  skills,  trainability,  resourcefulness, 
reliability,  and  productivity.  We  have  superior  business  climates, 
very  suitable  governments,  and  a  quality  of  life  unavailable  to  most 
Americans. 

Regretably,  the  general  public  suffers  from  a  misconception  of 
what  rural  America  is  like  and  has  to  offer.  Too  many  Americans 
and  companies  think  that  small,  rural  towns,  are  a  step  back  into 
the  stone  age.  But  in  fact,  these  towns  are  the  best  kept  economic 
secrets  around. 

What  rural  America  perhaps  may  lack  is  the  capital  resources  to 
harness  its  natural  attributes  to  the  fullest  advantage  of  rural  resi- 
dents. In  this  era  of  modern  transportation,  telecommunications, 
and  high  technology,  geographic  remoteness  no  longer  is  the  obsta- 
cle it  presented  100  years  or  even  just  one  generation  ago. 

It  is  my  hope  today  that  we  can  outline  strategies  for  successful 
economic  development  for  nonmetro  communities  throughout  the 
United  States.  Again,  it  is  an  honor  to  have  this  panel  of  distinguished 
witnesses  before  the  Joint  Economic  Committee.  I  look  forward  to 
hearing  from  you. 

I  want  to  start  out  this  morning  with  our  first  witness,  Mr.  John 
Howard,  who  is  another  active  and  civic-minded  South  Dakotan. 
His  experience,  both  as  the  head  of  Black  Hills  Packing  Co.  and  as 
former  president  of  the  Rapid  City  Economic  Development  Founda- 
tion will  give  us  tremendous  insight  into  the  nuts  and  bolts  of  eco- 
nomic planning.  He  also  is  a  member  of  the  South  Dakota  Manu- 
facturers and  Processors  Association. 

Last  year,  under  Mr.  Howard's  able  leadership,  his  company  re* 
ceived  the  U.S.  Senate  Productivity  Award. 

John,  it's  a  real  pleasure  to  have  you.  I  just  knew  you  were  one 
gentleman  who  could  make  a  great  contribution  to  what  we  are 
trying  to  do,  and  provide  some  answers  that  we're  trying  to  come 
up  with,  so  I  welcome  you  to  the  panel. 

STATEMENT  OF  JOHN  R.  HOWARD,  PRESIDENT  AND  CHIEF  EXEC- 
UTIVE OFFICER,  BLACK  HILLS  PACKING  CO-  AND  BLACK  HILLS 
TRUCKING  CO.,  RAPID  CITY,  SD 

Mr.  Howard.  Good  morning.  I'm  John  Howard,  president  and 
chief  executive  officer  of  Black  Hills  Packing  Co.  and  Black  Hills 
Trucking  Co.,  located  in  Rapid  City,  SD.  I'm  involved  in  several 
other  activities  including  being  the  immediate  past  president  of  the 
Rapid  City  Economic  Development  Foundation.  Our  company  is  a 
member  of  the  South  Dakota  Manufacturers  and  Processors  Asso- 
ciation and  was  awarded  the  U.S.  Senate  Productivity  Award  in 
1984. 1  consider  myself  to  be  wearing  several  hats  today. 

Your  timing  on  addressing  rural  economic  development  is  most 
appropriate.  It  has  been  many  years  since  the  agricultural  econo- 
my has  been  as  distraught  as  it  is  today.  We  are  seeing  cow-calf 
operators  in  serious  trouble.  Not  just  the  marginal  ones  but  even 
some  of  the  old-time  efficient  operators,  on  up  the  chain  through 
the  feeders,  the  packers  and  processors,  difficult  times  are  being 
had  by  almost  all.  Many  meat  packers  and  processors  have  closed 
Grain  mills  and  form  machinery  manufacturers  are  closing. 
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The  bleak  outlook  for  the  food  prices  has  caused  many  large  U.S. 
companies  to  feel  they  were  in  error  to  have  acquired  food  compa- 
nies in  the  1960's  and  1970's.  Food  companies  are  selling  off  proc- 
essing divisions.  Predominantly  nonfood  companies  are  selling 
their  food  divisions.  The  allied  industries  are  also  hard  hit,  the 
small  town  elevators,  repair  shops,  tire  dealers,  fuel  suppliers  all 
feel  the  negative  impact  of  a  nation  with  a  cheap  food  policy. 

Yes,  rural  America  is  efficient.  We  are  so  efficient  that  we 
produce  far  more  than  the  United  States  and  our  present  level  of 
exports  can  consume.  Don't  be  fooled  by  the  lack  of  food  in  Ethio- 
pia. We  have  more  than  enough  in  this  country  and  are  capable  of 
producing  much  more. 

Additional  pressure  is  brought  by  our  strong  dollar  hurting 
expert  sales  and  increased  production  by  other  countries  not  only 
competing  against  us  abroad  but  also  through  imports  into  this 
country. 

With  about  23  percent  of  American  workers  employed  in  the  food 
producing,  processing,  shipping,  and  marketing  industries  thou- 
sands of  rural  jobs  could  be  lost. 

Yes,  rural  economic  development  is  a  timely  but  difficult  and 
complicated  problem  to  address.  This  is  of  utmost  importance  to  us 
in  South  Dakota  as  we  are  about  as  rural  as  you  can  get.  We  have 
almost  700,000  people  living  on  just  under  76,000  square  miles.  It's 
not  very  crowded.  Our  principal  industry  is  agriculture  followed  by 
tourism.  The  Black  Hills,  Mt.  Bushmore,  and  the  Badlands  attract 
millions  annually. 

Rural  economic  development  has  been  addressed  by  our  commu- 
nity in  a  variety  of  ways.  Several  different  approaches  have  been 
tried — times  change,  methods  to  develop  must  also  change.  Private 
industry  has  frequently  been  the  impetus  to  further  development 
and  in  the  last  several  years  city  and  county  governments  have  as- 
sisted greatly. 

Our  community  or  any  community,  urban  or  rural,  yesterday  or 
today,  is  faced  with  some  of  the  same  basic  questions:  Do  you  want 
further  economic  development— if  so,  what  type?  Also,  how  do  you 
plan  on  keeping  what  you  already  have? 

I  feel  our  community  needs  to  keep  and  expand  existing  business 
and  industry  and  grow  at  a  reasonable  rate  through  new  identities. 

Some  of  the  first  questions  to  be  answered  are: 

Why  would  someone  want  to  start  or  move  a  new  business  here? 
We  must  be  honest  in  our  answers.  What  do  we  have  to  offer?  This 
brings  me  to  three  basic  questions  I  often  think  of  in  respect  to 
this: 

First.  Raw  materials:  Almost  all  types  of  manufacturing  requi™ 
some  form  of  raw  materials.  They  may  be  light,  heavy,  sn» 
large,  expensive  or  not,  but  usually  raw  materials  are  a  require- 
ment. Are  they  locally  obtainable? 

Second.  Consuming  public:  Who  wants  the  finished  product?  Are 
they  local?  Are  the  products  produced  going  to  be  shipped  a  long 
distance? 

Third.  Available  labor  force:  Are  there  enough  people  with  the 
right  education  and  experience  available  at  the  right  price? 

These  three  basic  elements  normally  come  into  play  in  the  con- 
sideration for  a  business  move,  expansion,  or  new  startup.  Further 


ERIC 


663 


668 


dissection  of  these  three  brings  more  answers  and  also  more  ques- 
tions. 

If  we  as  an  area  dc  not  have  the  raw  materials,  are  they  of  the 
type  that  can  be  transported  at  a  reasonable  cost? 

If  the  consuming  public  isn't  here,  can  the  finished  product  be 
reasonably  transported  to  the  consumer? 

If  the  right  type  or  quantity  of  labor  isn't  available  now,  would  it 
be  if  the  opportunity  were  there? 

Ideally,  a  community  would  like  to  answer  yes  to  all  three  ques- 
tions. Rural  America  usually  cannot.  Will  two  yes  answers  be  suffi- 
cient or  even  one?  If  the  answer  is  no  to  all  three,  economic  devel- 
opment with  that  particular  identity  becomes  very  difficult 

In  addition  to  the  three  basics  many  other  elements  are  of  course 
necessary  in  economic  growth.  Such  things  as  capital  either  public 
or  private  must  be  available  and  at  the  right  price.  Quality  of  life 
can  be  rated  many  ways— air  quality,  student-teacher  ratios,  and 
many  many  more  including  the  individual's  opportunity  to  control 
his  own  destiny. 

Using  these  basics,  we  promote  our  two  main  raw  materials.  Ag- 
riculture—Black Hills  Packing  Co.  is  a  good  example  of  expansion 
of  existing  raw  material,  cattle  and  labor,  to  be  consumed  else- 
where; 70  percent  of  our  business  is  done  out  of  the  State  of  South 
Dakota.  We  are  further  processing  our  product  on  a  local  level.  We 
employ  local  people  to  increase  the  value  of  our  finished  product 
transforming  it  into  a  more  consumer-ready  size,  we  also  retain 
some  of  the  byproducts  to  be  used  in  the  Midwestern  market. 

Our  community's  most  recent  sizable  new  industry,  also  ag-relat- 
ed,  is  the  Merillat  Corp.,  a  particle  board  manufacturer.  They 
found  two  of  the  three  basics  locally  available.  Raw  materials- 
wood  chips,  a  byproduct  of  the  timber  industry  in  the  Black  Hills. 
The  second  item— the  right  type,  quantity,  and  quality  of  labor  was 
readily  available.  The  consumers  for  their  finished  product  are 
their  own  plants  in  other  parts  of  the  country.  The  final  decision  to 
build  in  Rapid  City  or  not,  necessitated  a  monetary  commitment  on 
the  part  of  the  business  community.  Sort  of  a  show  of  faith,  one 
quarter  million  dollars  underwritten  by  pledges. 

Selling  tourism  is  like  selling  quality  of  life.  You  still  have  it  to 
sell  over  and  ovrer.  The  natural  beauty  of  the  Black  Hills  attracts 
visitors.  These  people  need  services,  promoting  more  businesses. 
One  feeds  on  the  other. 

Being  a  long  distance  from  a  major  city  we,  as  a  community, 
have  also  established  ourselves  as  a  regional  shopping,  medical, 
wholesale,  convention,  and  entertainment  center. 

We  also  maintain  an  excellent  rapport  with  Ellsworth  Air  Force 
Base  located  adjacent  to  Rapid  City. 

In  conclusion,  I'm  not  convinced  that  the  rest  of  the  Nation  is 
experiencing  a  long-term  robust  economy.  I  am  convinced  though 
that  the  rural  element,  the  ones  providing  the  reasonably  priced 
food  for  this  country  and  others,  is  not. 

Rural  America  is  facing  some  dramatic  changes.  Many  jobs  will 
no  longer  be  available.  New  types  of  jobs  will  have  to  be  found  or 
the  rural  people  will  have  to  go  where  the  jobs  are. 
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Some  small  communities  will  not  survive.  Some  will  consolidate. 
To  entice  business  or  the  industry  from  State  to  State  or  from  city 
to  city  does  not  solve  the  long-term  problem. 

Each  rural  community  must  assess  its  strengths  and  weaknesses 
and  use  the  strengths  to  create  economic  growth. 

Senator  Abdnor.  You're  certainly  correct  when  you  say  one 
thing  we  do  know  is  that  rural  America  is  not  experiencing  any 
great  recovery  in  the  so-called  economic  recovery  that  is  taking 
place  and  we  are  looking  forward  to  asking  you  some  questions  and 
maybe  you  can  come  up  with  some  prcposals  or  thoughts  that 
would  be  beneficial  to  rural  America. 

Now,  going  from  the  western  border  of  South  Dakota  out  of 
Rapid  City,  we're  going  to  stretch  clear  over  to  the  southeast 
corner  of  South  Dakota  and  to  the  more  rural  areas  of  the  country, 
where  a  lot  of  the  problems  that  we're  talking  about  are  quite 
common  with  other  areas  of  rural  America. 

Our  next  witness  comes  from  Yankton,  SD,  where  he  is  president 
of  Morgen  Manufacturing  Co.  Under  his  able  management  this  fine 
company  earned  the  prestigious  "E"  award  from  the  U.S.  Depart- 
ment of  Congress.  This  award  is  presented  to  firms  with  outstand- 
ing export  achievements.  He  comes  to  us  wearing  two  hats. 

Mr.  Cope  is  a  member  in  good  standing  of  the  South  Dakota 
Manufacturers  and  Processors  Association  and  the  National  Asso- 
ciation of  Manufacturers  and  we  are  really  looking  forward  to 
hearing  from  you,  Jim,  because  some  of  the  problems  which  you  ex- 
perience in  a  small  city  like  y^urs  are  quite  common  with  the 
larger  cnes  and  probably  even  more  so  in  South  Da^ria.  so  we're 
looking  forward  to  hearing  from  you. 

STATEMENT  OF  JIM  COPE,  PRESIDENT,  MORGEN 
MANUFACTURING  CO.,  YANKTON,  SD 
Mr.  Cope.  Thank  you,  Mr.  Chairman. 

I'm  here  today  speaking  as  a  representative  of  existing  business* 
es  in  South  Dakota.  As  you  have  explained,  I  am  president  of  the 
Morgen  Manufacturing  Co. 

Businesses  and  communities  are  built  where  men  work  to  build 
them.  This  is  a  fundamental  truth  which  applies  to  rural  America 
and  everywhere  else.  However,  it's  necessary  that  we  qualify  this 
fundamental  truth  by  recognizing  that  there  are  more  men  in  some 
areas  than  there  are  in  others  and  that  conditions  for  economic  de- 
velopment are  more  favorable  in  some  areas  than  in  others. 

I  am  speaking  as  a  manufacturer  located  in  Yankton,  SD.  There 
is  no  doubt  in  my  mind  that  Yankton  qualifies  as  being  typical  in 
rural  America.  Some  testimony  supporting  this  is  the  article  ap- 
pearing in  this  week's  Forbes  magazine  about  the  community  of 
Yankton  which  I  want  to  call  to  your  attention.  And  I'd  like  to  ask 
possibly  if  that  could  be  included  in  the  record. 

Senator  Abdnor.  Without  objection. 

Mr.  Cope.  I  believe  people  in  my  community  are  basically  con- 
servative. They  favor  the  new  federalism  and  the  basic  concepts  of 
deregulation. 

However,  implementing  these  policies  at  a  time  when  the  long- 
term-economic  progression  from  small  farms  to  large  farms  is  ac- 
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celerated  and  made  extremely  pervasive  by  high-real-interest  rates 
and  the  present  extremely  high  value  of  the  U.S.  dollar  in  world- 
wide markets  has  been  disastrous  for  rural  America.  The  net  affect 
of  all  these  forces  focused  in  a  relatively  narrow  time  period  has 
resulted  in  concentrating  almost  all  new  ec. » ;mic  activity  and 
growth  in  a  few  major  metropolitan  areas  in  ;  East,  the  South, 
and  the  West  while  the  economy  of  rural  Andrea  stagnates  and 
deteriorates. 

The  economic  development  people  in  South  Dakota  fiuht  to  get 
any  industry  into  our  State  that  would  bring  in  jobs.  In  contrast, 
Scottsdale,  AZ  recently  hired  staff  to  discourage  new  industry 
from  locating  in  that  area. 

South  Dakota  has  not  recovered  from  the  recession  of  1981-82. 
We  do  not  share  in  the  current  robust  expansion  of  the  U.S.  econo- 
my mentioned  in  the  letter  inviting  me  to  make  this  presentation. 
A  recent  survey  done  in  Yankton,  SD,  comparing  essential  m*z^ 
ures  of  economic  health  on  the  basis  of  constant  dollars  for  the 
period  of  1978  to  1983  shows  absolutely  no  growth  in  the  important 
areas  of  effective  buying  income  and  retail  sales;  no  growth  in  pop- 
ulation and  employment.  I  have  attached  a  schedule  to  thow  that 
in  some  detail. 

While  these  declines  reduce  available  resources,  the  cities  in 
rural  America  do  not  experience  a  corresponding  decline  in  the 
demand  and  need  for  services  such  as  streets,  sewers,  water,  and 
police.  At  the  same  time,  ^^entiul  services  like  highways,  rail- 
roads, ahd  airline  sendee  be-om*    -ore,  rather  than  less,  critical. 

A  factor  contributing  to  the  problems  of  smaU  town  rural  Amer- 
ica is  the  fundamental  policy  of  fairness  that  even  the  poor  part  of 
town  is  entitled  to  a  minimum  level  of  services.  The  same  principle 
should  apply  at  a  national  level  and  rural  America  Is  entitled  to 
minimum  levels  of  highway,  airline,  and  railroad  services  even 
though  the  lack  of  population  and  today's  depress  ad  conditions  re- 
quire some  level  of  subsidy  for  these  services. 

All  the  problems  of  rural  America  are  currently  essgserated  by 
the  dual  problems  of  high  interest  rates  and  the  high  value  of  the 
U.S.  dollar.  I  believe  almost  everyone  agrees  that  the  root  cause  of 
these  two  problems  is  the  continuing  deficit  of  the  U.S.  Govern- 
ment which  must  be  curbed.  However,  I  urge  strongly  that  rural 
America  which  is  bearing  a  disproportionate  share  of  the  impact  of 
the  high  interest  rates  and  loss  of  markets  because  of  the  high 
value  of  the  U.S.  dollar  is  not  in  position  to  make  a  disproportion- 
ate contribution  to  reducing  the  deficit  by  suffering  reduction  of  es- 
sential programs. 

Almost  by  definition  rural  America  is  capital  deficient.  We  need 
to  continue  those  programs  which  aid  in  capital  formation  and  in 
financing  business.  Last  week  the  South  Dakota  Manufacturers 
and  Processors  held  their  annual  meeting  in  Sioux  Falls.  At  that 
time  I  conducted  an  informal  survey  of  those  present  with  regard 
to  Federal  loan  programs.  I  found  little  or  no  support  for  direct 
Government  loans  from  the  Small  Business  Administration,  Farm- 
ers Home  Administration,  or  other  Government  agencies.  On  the 
other  hand,  there  was  overwhelming  support  for  guaranteed  loan 
programs  which  would  enable  responsible  banks  and  financial 
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agencies  to  expand  the  amount  of  loans  available  to  deserving  lousi- 
nesses. 

As  I  said,  I  am  representing  existing  business. 

My  company,  Morten  Manufacturing  Co.,  was  started  in  1950. 
We  were  the  second  manufacturing  plant  to  be  located  in  Yankton. 
The  company  was  started  to  market  a  new  type  of  scaffolding  for 
masonry  construction.  By  1981  we  had  expanded  our  product  line 
to  include  conveyors  for  placing  concrete  and  handling  roofing  ma- 
terials and  pumps  to  place  concrete.  We  had  108  employees,  did  25 
percent  of  our  business  overseas  and  that  year  we  were  awarded 
the  President's  "E"  for  outstanding  contribution  to  the  export  ex- 
pansion program  of  the  United  States.  We  were  generally  regarded 
as  a  successful  company.  I  had  been  recognized  as  the  Small  Busi- 
nessman of  the  Year  by  the  SBA,  as  the  South  Dakotan  of  the  Year 
of  the  School  of  Business  of  the  University  of  South  Dakota  and 
had  received  the  Alumni  Achievement  Award  from  Yankton  Col- 
lege. Our  level  of  sales  was  about  $7  million.  We  never  got  back  to 
that  level. 

The  recession  of  1982  cut  our  sales  in  both  the  domestic  and 
overseas  market— but  the  ratio  between  them  stayed  about  the 
same;  1982  was  a  normal  recession  for  us. 

But  1983  and  1984  were  not  normal.  The  value  of  the  U.S.  dollar 
rose  so  high  that  we  were  no  longer  competitive  in  the  oversea 
market  even  though  we  did  not  increase  our  prices.  Our  oversea 
sales  went  down,  not  up,  and  today  our  oversea  business  is  less 
than  5  percent  of  our  total  volume. 

The  same  over-valued  dollar  let  European  manufacturers  ship 
concrete  pumps  into  the  United  States  o  undersell  American  made 
equipment.  This  price  advantage  favoring  pumps  almost  wiped  out 
our  concrete  conveyor  market.  German  competitors  openly  took  ad- 
vantage of  the  ratio  of  the  dollar  to  the  mark  to  buy  market  share. 

Let  me  give  you  a  brief  example  of  what  the  change  in  the  ex- 
change rate  between  the  mark  and  the  dollar  has  meant  to 
German  manufacturers  and  their  competitors  in  America.  Let's 
assume  that  the  operating  cost  to  produce  the  equipment  remained 
constant  for  both  the  German  and  the  American  manufacturer.  If 
the  German  manufacturer  needed  100,000  deutsche  marks  to  sell 
his  equipment  and  make  his  normal  profit  when  the  mark  traded 
at  2V2  to  1,  he  would  price  his  equipment  in  the  United  States  at 
40,000  U.S.  dollars.  When  the  mark  went  to  3  to  1,  he  could  receive 
the  same  100,000  DM's  by  selling  for  only  33,333  U.S.  dollars.  Even 
the  5  percent  duty  on  imported  pumps  went  down  $333  because  the 
duty  is  figured  on  the  value  in  U.S.  dollars  so  the  German  manu- 
facturer benefited  from  the  $7,000  selling  advantage  over  American 
companies  in  the  United  States  market. 

In  the  last  2  years  we  at  Morgen  have  not  suddenly  become  poor 
businessmen.  I  and  my  associates  have  worked  harder  and  I  believe 
smarter  than  at  any  previous  time  in  our  history.  We  have 
changed  our  product  line  to  be  competitive,  over  50  percent  of  our 
sales  volume  comes  from  products  we  did  not  have  3  years  ago.  We 
have  increased  our  volume  in  the  domestic  market  against  strong 
competition  by  over  25  percent  to  offset  the  loss  in  export  business; 
after  losing  a  lc.  of  money  in  1982,  1983,  and  1984  we  have  re- 


672 

turned  to  profitability.  Total  profits  are  still  held  down  by  unfair 
foreign  competition. 

This  effort  has  had  a  price,  today  we  have  only  84  employees  (we 
had  28  percent  more  in  1981).  Our  present  employees  have  not  had 
a  pay  raise  in  2%  years,  management  personnel  took  a  pay  cut.  We 
have  a  pressing  need  to  arrange  long  term  financing  to  stay  in 
business  after  3  loss  years.  We  have  applied  to  the  Farmers  Home 
Administration  for  a  guaranteed  bank  loan.  We  started  the  proc- 
essing of  the  loan  application  8  months  ago  and  are  still  waiting  for 
approval. 

I  know  from  personal  contacts  that  many  other  small  manufac- 
turers in  South  Dakota  have  had  similar  or  even  worse  problems. 
A  number  of  them  are  no  longer  in  business.  Industrial  employ- 
ment opportunities  in  South  Dakota  are  decreasing  while  farmers 
who  cannot  sell  their  crops  in  the  export  market  for  as  much  as  it 
costs  to  produce  them  are  forced  to  seek  other  employment. 

I  started  my  remarks  by  commenting  that  there  is  a  long  term 
trend  of  farms  becoming  larger  and  therefore  the  number  of  farm- 
ers becoming  smaller.  This  has  been  going  on  since  the  1930's  and 
undoubtedly  has  a  while  longer  to  go  until  the  average  farm  size 
more  nearly  matches  the  productive  capability  of  modern  farm 
equipment.  The  reason  that  our  current  problems  of  high  interest 
rates  and  the  high  value  of  the  dollar  are  so  debilitating  in  South 
Dakota  is  that  we  are  the  most  agrarian  State  in  the  United 
States.  We  are  twice  as  dependent  on  agricultural  production  as 
the  next  most  agrarian  State,  North  Dakota.  It  is  absolutely  essen- 
tial that  we  develop  economic  alternatives  for  people  displaced 
from  farming  so  that  they  can  remain  in  and  contribute  to  the 
economy  of  South  Dakota.  I  believe  the  help  we  need  consists  of  re- 
ducing the  deficit  which  will  reduce  interest  rates  and  bring  about 
a  more  reasonable  value  of  the  U.S.  dollar  in  international  trade. 
All  of  the  U.S.  economy  will  benefit  from  this.  In  addition,  rural 
America  requires  a  little  extra  consideration.  We  need  programs  to 
make  more  money  available  for  existing  industry  and  expanding 
industiy  and  we  need  the  minimum  levels  of  services,  particularly 
airlines  and  highways,  to  make  it  possible  for  industry  to  provide 
jobs  and  economic  development  in  rural  America. 

Thank  you. 

[The  table  attached  to  Mr.  Cope's  statement,  together  with  the 
article  referred  to,  follows:] 


Population  Trends 
1970-1990 


SCHEDULE  A 


Yankton 
Yankton  County 
Yankton  Retail 
Trade  Area 
South  Dakota 


1970 
Census 
11,91$ 
19,039 

105,978 
666,257 


1980 
Cenaua 
12,011 
18,952 

102,013 
690,178  ' 


1990 
Projections 
TXT 

19,900 

103,571 
732,282 


Compound  Annual 
Percent  Change  

— ott%— 


(0.1) 

(0.4) 
0.4 


NA 
0.5% 


0.2 

0,6 


Employment  Statiatica 
 1979-1984 


Yankton  County: 
Employment 
Unemployment 

Yankton  Retail  Trade  Area: 
Employment 
Unemployment 

South  Dakota: 

Employment  324,000 
Unemployment  3.6% 


9,456 
3.3% 


44,969 
3.0% 


1980 

9,565 
4.0% 


44,139 
4.0% 


318,000 
4.8% 


1981 

9,398 
4.8% 


43,933 
4.5% 


319,000 
5.1% 


1982 

9,026 
4.5% 


43,090 
4.9% 


312,000 
5.5% 


1983 

8,920 
4.6% 


43,041 
5.1% 


314,000 
5.4% 


1984 


9,097 
4.2% 


Compound  Annual 
Percent  Change 
_  1979-1984 

(0.3)% 


43,  .69 
4.5% 


331,000 
4.3% 


(0.8)% 


0.4% 


Median  Household 
Effective  Buying  income 
 1983  Dollara 


Yankton  County 
South  Dakota 


Yankton 
Yankton  County 
Yankton  Retail 
Trade  Area 
South  Dakota 


1978 

1979 

1980 

1981 

1982 

1983 

Percent  Change 
1978-1983 

$22,187 
$19,790 

$23,633 
$21,533 

$21,865 
$19,921 

$22,107 
$18,687 

$20,708 
$19,183 

$21,668 
$19,824 

(0.5)% 
0.0 

Retail  sales 
1983  Dollars 
(in  millions) 

Compound  Annual 

1978 

1979 

1980 

1981 

1982 

1983 

"  Percent  Change 
197C-193 

$  290 
$  312 

$  313 
$  311 

$  285 
$  295 

'$  275 
$  295 

$  255 
$  276 

$  245 
$  269 

(3.3)% 
(2.9) 

$  974 
$10/932 

$  1,039 
$10,557 

$  948 
$10,384 

$  915 
$10,384 

$  864 
$  9,823 

$  849 
$10,005 

(2.7) 
(1.8) 
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[From  Forbtt  Mtcaiuw,  May  20, 1985) 


Citjps.  Vanktoft 


Towns  like  Yankton,  SD.  are  quietly  fight- 
ing for  their  very  existence.  Their  implaca- 
ble enemies  are  time . . .  and  change. 


Our  town 


ly  John  Marvin 


Boosters  wiix  say  that  Ya"k- 
ton,  S.D.  (pop.  12,000]  glows 
with  the  goodness  of  Glover's 
Comers,  Thornton  Wilder's  friendly 
hamlet  in  Our  Toun  Others,  not  so 
charitable,  say  Yankton  more  closely 
resembles  Gopher  Prairie,  the  smoth- 
ering Minnesota  town  of  Sinclair 
Lewis'  Atom  Street.  But  Ow  Town  or 
Main  Street,  towns  like  this  have  been 
fundamental  in  the  American  experi- 
ence, and  today  their  very  existence  is 
in  question. 

Yankton  has  not  yet  passed  the 
point  of  no  return,  but  the  people 
there  can  see  the  brink  in  the  dis- 
tance. It  still  has  the  usual  lively  con- 
tingent of  car  salesmen,  implement 
dealers,  insurance  agents,  bankers, 
doctors,  lawyers,  politicians,  in  the 
late  jf'tmoon  a  few  old  cranks  hang 
out  i.  Boomer's,  the  bar  downtown. 
And  the  town  has  managed  to  keep 
two  livestock  auctions,  a  slaughter* 
house,  a  K  mart,  J.C.  Penney,  McDon- 
ald's^ Hardee's,  Pizza  Hut,  Kentucky 
Fncd  Chicken  and,  best  of  all,  three 
beef  emporiums 
where,  for  under  $10, 
you  can  loosen  your 
belt  and  launch  into  a 
smoldering,  shoe-size 
steak,  buried  deep  in  a 
plate  of  home  fries. 

This  doesn't  guaran- 
tee that  Yankton,  or 
towns  Yankton's  size— 
urban  stepping*  stones 
between  little  agn  cul- 
tural hamlets  and  full- 
blown cities  like  Sioux 
Falls  or  Des  Moine-v— 


can  hang  on  to  enough  people,  bust* 
ness  and  critical  mats  to  keep  their 
role.  The  problem  rests  with  Yank- 
ton's orbit  of  satellite  communities, 
extending,  mostly  westward,  for  more 
than  100  miles.  Nearby  towns  like 
Tyndall,  Crofton  and  Centerville  are 
in  decline,  paralyzed  by  aged  popula- 
tions and  failing  farmers.  That,  in  turn, 
taps  Yankton,  which  hat  made  a  good 
living  through  the  years  nursing  its 
orbit  of  little  outposts. 

Consider  the  case  of  Centerville, 
S.D.,  a  town  of  800,  well  within  Yank* 
ton's  trcde  area.  Bryan  Hisel,  regional 
planner  for  Yankton  and  11  other 
counties,  grtw  up  in  Centerville.  "My 
father  o*ns  a  shoe  store  the** ,"  Hisel 
says.  "He's  made  a  good  living  at  it, 

Eutting  two  of  us  kids  through  col* 
;ge,  the  first  in  our  family  to  go.  But 
Centerville'*  population  is  declining. 
It's  getting  to  be  an  old  population, 
too,  and  that's  not  good  for  business- 
es. But  even  so,  my  father  can  still 
operate  the  store  at  a  profit,  because 
he  has  no  debt.  He  operates  on  equity 
he's  built  up  through  the  years." 
But  Hisel  won't  take  his  father's 
phce  when  he  retires 


Ou*m  Yank-  «^ 

The  volume  of 


ton  as  capital  of  this  distant 
corner  of  the  upper  Midwest 


will. 

business  necessary  to 
justify  a  loan  to  buy  the 
store  simply  isn't  there 
anymore,"  he  says.  So 
the  shoe  store  will  like- 
ly close,  and  there  will 
be  no  budding  young 
merchant,  one  who 
might 'raise  a  family  in 
Centerville. 
That  passdown  from 


er|c  best  copnvaiM 
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father  to  son  had  hten  the  continuity 
in  this  part  cf  the  land.  That  is  how 
Jim  Means,  the  38-year-old  son  of 
Yankton  men's  clothier  George 
Means,  found  a  way  to  return  home 
and  buy  a  business.  The  younger 
Means,  a  Yankton  College  graduate, 
went  to  work  for  Han  Schaffner  &. 
Marx  in  Des  Moines,  even  though  he 


Downtown  theater,  for  sate 


preferred  the  Yankton  life.  When  his 
father,  a  tailor's  son  who  had  built  a 
nice  clothing  business  during  Yank- 
ton's growth  period  of  the  Fifties  and 
Sixties,  thought  about  retiring,  he 
sold  out  to  son  Jim,  but  he  still  helps 
out  in  the  store.  "With  today's  inter- 
est rates,  I  doubt  my  son  could  have 
started  out  in  business  on  his  own," 
George  says.  Again,  if  there  were 
healthy  sales  growth,  interest  rates 
wouldn't  be  much  of  a  problem. 

Yankton  is  caught  in  national 
trends  far  beyond  the  farm  recession. 
There  aren't  many  young  people,  for 
example.  Yankton  College,  the 
town's  small,  liberal  arts  college  with 
a  respected  music  conservatory,  went 
bankrupt  last  fall,  throwing  100  facul- 
ty members  out  of  work  and  250  stu- 
dents out  of  school.  Thirty  miles  west 
of  Yankton  a  public  vocational  col- 
lege, with  160  employees  and  800  stu- 
dents, was  recently  dosed  by  the  gov- 


Thomas  Schramm,  farmer  turned  factory  worker 
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cmor,  who  cited  declining  secondary 
school  enrollment.  Now,  instead  of 
training  farm  youngsters  for  manufac- 
turing work,  it's  a  prison  for  sex  of- 
fenders. Just  north  of  town  Sou  A  Da- 
kota's mental  health  facility  (now 
called  the  Human  Services  Center) 
has  fceen  shrinking  as  hundreds  of  pa- 
tients have  been  "deinstitutiona- 
lized"—let  loose — another  national 
trend.  With  deinstitutionalization 
have  gone  500  medical  and  staff  job*. 

In  consequence,  Yankton  County'a 
age  profile  is  changing  dramatically 
for  the  worse.  Decades  ago  Yankton's 
age  distribution  was  pyramid-shaped, 
narrow  at  the  top  with  a  few  elderly 
people,  then  sharply  wider  through 
the  middle— the  30-to-6C-year-old, 
higher- wage-earner ;  categories— and 
finally  splayed  wide  to  a  broad  base  of 
young  people.  But  now  what  once  was 
a  pyramid  looks  more  like  a  Creek 
column.  At  the  top  is  a  growing  flare 
of  aged.  In  the  middle  is  a  narrower 
column  of  wage  earners.  Toward  the 
bottom  is  a  modest  base  of  young  peo- 
ple. Soon  there  may  be  too  ferr  tax- 
payers in  the  middle-age  years  to  sup- 
port comfortably  the  growing  propor- 
tion of  elderly.  It's  also  obvious  that 
young  people,  the  ones  in  line  to  re- 
place middle-a^e  taxpayers,  are  leav- 
ing Yankton  and  outlying  towns  to 
seek  their  fortunes  in  Omaha,  Kansas 
City,  Minneapolis  or  Denver. 

You  can't  blame  them; with  so  lit- 
tle hope  for  improvement  in  the  farm 
economy,  which,  despite  its  dimin- 
ishing importance,  still  is  Yankton's 
reason  for  being.  Ken  Jones,  a  promi- 
nent Yankton  businessman  and  phar- 
macist who  owns  three  Yankton  busi- 
nesses, traces  his  sales  by  addresses 
on  checks.  "Several  years  ago  nearly 
50%  of  my  business  came  from  across 
the  nver,  in  Nebraska,  which  is  pure 
farm  temtory.  Now  only  30%  comes 
from  over  there,"  says  Jones. 

Yankton  will  survive  if  those  bread- 
winners dropping  out  of  farming  can 
find  work  in  the  area,  so  they  will 
continue  to  buy  sweaters  from  Jim 
Means  and  fill  (heir  prescriptions 
with  Ken  Jones.  Some  do,  like  Thom- 
as Schramm,  a  third-generation  Yank- 
ton sodbuster,  * .  no,  with  the  aid  of  his 
father's  equipment  and  land,  began 
raising  grain  and  "vestock  in  the  mid- 
Sixties.  "By  1981  I  was  losing  ground 
and  decided  to  get  out  while  we  still 
had  '.anc*  and  equipment  left  to  sell," 
Schramm  explains.  He  hired  on  as  a 
saw  helper  at  Alumrx  Extrusion  Inc's 
aluminum  products  plant,  which 
started  up  in  1980,  one  of  a  handful  of 
manufacturing  operations  Yankton 
has  landed. 

Buoyed  by  a  loyal,  hardworking,  ru- 


ral labor  force,  Alumax'  Yankton 
plant  has  quickly  turned  a  small  eco- 
nomic miracle,  with  aluminum  ship- 
ments rising  from  6  million  tons  to  40 
million  in  the  plant's  first  four  years, 
affording  Schramm  the  chance  to  rise 
to  supervisor.  "If  it  hadn't  been  for 
Alumax.  I  imagine  my  wife,  four  kids 
and  I  probably  would  have  left,"  says 
Schramm,  now  40.  As  it  is,  Alumax' 
270  employees  in  Yankton,  laboring 
three  shifts,  are  among  the  most  pro- 
ductive in  the  .company,  nationwide. 
In  fact,  they  are  so  productive  that 
general  manager  Jack  Earp  is  lobbying 
headquarters  for  more  Yankton  plant, 
equipment  and  opportunity. 

To  hang  on  to  what  surely  will  be  a 
continuing  stream  of  farm  refugees, 
Yankton  must,  continue  beating  the 
bushes  for  small  m;uulacturing 
plants  and  some  service  businesses. 
What's  plain  is  that  the  city's  last 
decade,  one  of  no  population  growth, 
is  slow  poison. 

Says  City  Manager  William  Ross, 
"Twelve  thousand  people  is  too  small 
to  be  viable  long  term  today.  That 
isn't  enough  to  support  the  retail  ser- 
vices we  need."  Ross  wants  the  city  to 
grow  to  18,000.  "That's  enough  to 
attract  another  leading  discounter 
like  Wal-Mart,  which  we  need  to  pro- 
tect our  retail  trade  area." 

Striving  to  achieve  Wal-Mart  sums 
may  not  sound  like  much  to  big-city 
foljc.  But  to  Yankton  it  means  holding 
its  own  asainst  Norfolk,  Nebr.,  popu-i 
lation  20,000,  a  rival  community  57' 
miles  away,  which  already  has  a  Wal- 
Mart.  Adds  planner  Bryan  Hisel,  "If 
we  don't  get  first-rate  stores,  well 
lose  market  penetration.  In  what  al- 
ready is  an  area  or  dedining  popula- 
tion, that's  a  double  disaster." 

Yankton  has  a  considerable  asset  in 
the  Missouri  River,  flowing  half  a 
mile  wide  past  the  town.  "Enough 
water  flows  past  here  in  less  than  a 
minute  to  supply  the  entire  town  for  a 
day/' says  Ross  Were  Yankton  much 
larger  or  better  situated,  it  might  have 
water-starved  manufacturers  lined 
up,  begging  to  up  the  nver.  As  it  is, 
the  Missouri  is  a  scenic  attraction  for 
campers  and  fishermen.  That's  also 
true  for  the  abandoned  31-acre  Yank- 
ton College  campus,  dotted  with  his- 
toric buildings.  Ross  reckons  that  if 
the  campus  were  fn  Dallas  or  Atlanta, 
the  grounds  would  be  snapped  up  by  a 
major  company  for  a  training  center 
or  headquarters. 

Yet  the  town  has  a  history  of  re- 
sourcefulness. In  the  1860s  Yankton 
muscled  its  way  into  an  appointment 
as  the  Dakou  Territory's  capital  by 
using  the  influence  of  a  local  land 
promoter,  who  happened  to  be  a  cous- 
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On  the  m<ert  Ken  Jones  (let)  and friend  Don  Peterson 


in  of  President  Lincoln's  wife.  Then, 
in  the  Twenties,  Yankton's  citizens 
privately  financed  the  only  bridge 
spanning  the  Missouri  River  for  200 
miles,  so  they  could  draw  laborers  and 
shoppers '  ,m  Nebraska. 

Yankton's  people  still  show  a  gocd 
deal  of  that  mettle.  Already  the  town 
has  developed  a  sizable  medical 
center,  it  supports  four  banks  and  it's 
after  new  industry  to  employ  people 
like  Tom  Schramm.  City  Manager 
Ross  and  newspaper  publisher  Noel 
Hamiel  are  stumping  hard  for  a  com- 
mercial development  down  along  the 
nver,  which  might  lure  more  out-of- 
town  dollars.  Nonetheless,  the  jury 
oil  Yankton,  and  places  like  it,  is  still 
out.  Says  fim  Cope,  who  manufac- 
tures construction  sea/folding,  con- 
veyors and  concrete  pumps:  "We're  at 
the  point  where  if  we  don't  go  up,  we 
are  going  down. ' 


L 

ft- 

'  y 

Jim  Cope  at  borne 


Is  Yankton  really  entitled  to  sur- 
vive and  prosper?  G.pe,  vho  still 
sports  a  crew  cut,  ponders  the  ques- 
tion for  a  moment,  and  his  answer 
seems  almost  an  echo  of  Thornton 
Wilder.  "We  all  have  \t  some- 
place," he  says  slowly.  "I  think  Yank- 
ton is  a  good  place  to  be.  I  guess  that's 
about  what  it  boils  down  to  "  ■ 
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Senator  Abdnor.  Thank  you,  Mr.  Cope,  for  a  very  excellent  state- 
ment I  think  both  you  and  Mr.  Howard  have  placed  rural  America 
in  the  right  perspective. 

Our  next  two  witnesses  are  from  the  academic  community  and  I 
am  glad  to  have  an  opportunity  to  hear  what  that  side  has  to  pro- 
vide. 

As  1  said,  the  prognosis  with  respect  to  the  perception  we  have 
for  rural  America  has  not  been  good  in  any  way  from  the  rural  re- 
ports you  look  at  and  the  things  you  talk  about. 

On  the  other  hand,  I  still  hope  to  come  up  with  some  of  the  an- 
swers and  confront  some  of  the  problems  we  Have  to  confront  out 
in  rural  America. 

But  part  of  what  we're  trying  to  do  is  to  bring  this  to  the  atten- 
tion of  not  only  the  members  of  Congress  but  members  of  the 
whole  Nation. 

Sometimes  the  food  products  thrt  people  eat,  they  just  don't  real- 
ize what  it's  all  about.  Some  of  them  think  it's  made  in  the  super- 
markets and  I  think  many  of  our  Members  of  Congress— 75  percent 
of  the  people  living  on  2  percent  of  the  land.don't  recognize  that 
maybe  the  other  25  percent  of  the  people,  the  rest  of  the  co  untry, 
are  pretty  important,  too,  and  they  really  don't  realize  how  serious 
the  situation  is. 

And  hopefully  coming  out  of  this  committee  and  our  hearings  we 
will  begin  to  be  able  to  build  material  together  to  coyer  this  in 
more  detail  and  bring  to  the  attention  of  the  members  a  little  more 
emphasis  on  it.  And  maybe  we  can  start  to  improve  the  situation 
and  certainly  I'm  looking  forward  to  hearing  from  our  next  wit- 
nesses. 

He's  not  new  to  this  committee.  Mr.  Luther  Tweciten  today  is 
making  his  third  appearance  before  our  committee.  He  is  regents 
professor  in  the  Department  of  Agricultural  Economics  at  Oklaho- 
ma State  University. 

His  expertise  is  widely  known  throughout  the  public  and  educa- 
tional circles  and  equally  as  well  among  our  Joint  Economic  Com- 
mittee members  and  staff.  We  are  extremely  pleased  that  you  were 
able  to  come  back  and  testify  today. 

STATEMENT  OF  LUTHER  TWEETEN,  REGENTS  PROFESSOR,  DE- 
PARTMENT OF  AGRICULTURAL  ECONOMICS,  OKLAHOMA  STATE 
UNIVERSITY 

Mr.  Tweeten.  Thank  you,  Senator  Abdnor.  It  is  indeed  a  pleas- 
ure to  be  back.  I  want  to  add  that  I  lived  in  Rapid  City,  SD,  for  a 
year  back  in  the  1950's.  I  still  have  very  fond  memories  for  Rapid 
City  and  for  the  State  of  South  Dakota.  It's  a  great  State,  Senator. 

Senator  Abdnor.  We  thank  you.  Were  you  with  the  college? 

Mr.  Tweeten.  I  was  with  the  Army. 

Senator  Abdnor.  Oh,  I  should  have  known  that.  Well,  good.  That 
gives  you  a  good  perspective. 

Mr.  Tweeten.  Before  suggesting  elements  of  a  desirable  rural  de- 
velopment policy,  I  list  four  pi^mises  or  judgments  upon  which  this 
rural  development  policy  is  based. 
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No.  1  is  that  it's  important  for  the  Federal  Government  to  help 
maintain  a  safety  net  for  those  who  are  unable  to  provide  for  their 
own  basic  needs  out  of  their  own  resources. 

No.  2,  where  markets  are  not  distorted  the  private  sector  is  more 
efficient  than  the  public  sector  in  turning  resources  into  goods  and 
services  desired  by  people  and  therefore  we  should  rely,  to  the 
extent  possible,  on  the  private  sector. 

No.  3,  the  chief  role  of  the  Government  is  to  correct  market  fail- 
ures. 

The  fourth  point  is  that  the  unit  of  Government  closest  to  the 
people  can  best  make  decisions  regarding  funding  and  provision  of 
rural  services—given  that  cost  and  benefits  are  realized  within  the 
funding  jurisdiction.  In  the  case  of  national  defense,  where  the 
services  are  for  the  Nation  as  a  whole  and  cannot  be  confined  to 
any  one  area,  it  is  appropriate  that  the  funding  jurisdiction  is  the 
Nation  as  a  whole.  In  the  case  of  rural  services,  a  local  community 
realizes  the  benefits  and  is  in  the  best  position  to  make  decisions 
regarding  funding  and  provision  of  that  service. 

With  this  background,  I  will  list  the  four  principal  economic 
problems  of  rural  areas  and  an  appropriate  public  response  for 
each. 

The  first  reiterates  a  theme  that  I  have  heard  from  the  previous 
two  speakers  and  that  is  the  problem  of  an  unfavorable  macroeco- 
nomic  environment  in  rural  areas.  High  reai  interest  and  exchange 
rates,  caused  mainly  by  huge  structural  Federal  deficits  as  far  as 
the  computer  eye  can  see,  have  taken  .a  heavy  toll  on  employment 
and  firms  in  rural  areas. 

Agriculture  is  hardest  hit  for  three  reasons:  One  is  because  cap- 
ital for  workers  in  agriculture  is  doable  that  of  other  industries  on 
the  average,  and  the  megor  cost  of  capital  is  the  interest  rate. 

The  second  element  is  that  agriculture  is  a  net  debtor.  Creditors 
gain  from  high  real  interest  rates  but  debtors  lose  and  the  farmers 
as  a  whole  are  major  net  debtors. 

A  third  point  is  that  agriculture  is  a  msgor  exporter.  Approxi- 
mately one-fourth  of  agricultural  earnings  are  from  exports.  A  few 
years  ago  it  was  one-third.  This  is  a  much  higher  dependence  on 
exports  than  other  industries  on  the  average.  So  with  the  high 
value  of  the  dollar,  agriculture  is  especially  disadvantaged. 

Other  industries,  as  we  have  heard  from  the  previo^  two  speak- 
ers, are  also  disadvantaged.  They  didn't  but  could  have  listed  the 
textile  industry  and  the  mining  industry  as  other  industries  that 
either  compete  with  imports  or  that  export.  Many  of  those  indus- 
tries went  to  rural  areas  looking  for  lower  cost  labor,  and  are  now 
competing  with  imports  from  other  countries  whe  re  labor  costs  are 
low  and  where  their  export  situation  is  helped  by  the  high  value  of 
the  dollar. 

The  solution  to  this  problem  lies  in  many  areas,  but  the  most  im- 
portant is  for  the  Federal  Government  to  regain  control  of  the 
budget.  I  would  suggest  that  a  reasonable  rate  of  dealing  with  that 
problem  is  to  reduce  the  budget  by  an  additional  $50  billion  a  year 
over  each  of  the  next  4  years. 

A  second  problem  in  rural  areas  is  inadequate  human  resource 
maintenance  and  development.  Poverty  rates  are  higher  in  rural 
areas  than  in  metropolitan  areas.  In  the  case  of  farm  families,  the 
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poverty  rate  is  over  20  percent.  Schooling  resources  are  often  inad- 
equate in  rural  areas  and  so  we  see  rural  people  lagging  behind 
their  urban  counterparts  in  schooling  attainment.  Part  of  the  prob- 
lem is  inadequate  resources. 

Another  part  of  the  problem  is  the  spillout  of  schooling  benefits 
from  local  funding  jurisdictions.  On  the  average,  the  local  district 
pays  about  half  of  the  public  schooling  costs.  In  many  rural  areas 
that  we  have  surveyed,  75  percent  or  more  of  the  persons  schooled 
in  those  systems  leave  for  other  areas,  frequently  to  high-income 
urban  areas. 

So  the  transfer  of  funds— and  it's  usually  uncompensated  by 
spellings  of  other  people — is  frequently  from  low-income  rural  areas 
to  higher  income  urban  areas.  To  promote  equity  I  call  for  the  Fed- 
eral Government  to  at  least  maintain  its  support  for  public  educa- 
tion and  if  possible  to  increase  it  to  compensate  for  spillover  of 
benefits. 

A  similar  situation  exists  for  poverty.  New  York  and  Chicago 
have  a  stake  in  welfare  problems  in  Mississippi  and  West  Virginia 
because  inadequate  welfare  programs  in  Mississippi  tend  to  result 
in  people  leaving  Mississippi  to  go  to  Chicago  or  elsewhere  where 
they  can  get  more  generous  benefits.  A  Federal  role  is  necessary  to 
assist  especially  the  poorer  rural  States  so  that  they  can  provide, 
minimum  adequate  welfare  services  for  their  residents. 

A  third  m^jor  problem  in  rural  areas  is  und*  remployment.  Bil- 
lions of  dollars  of  work  force  programs  in  this  country  are  allocated 
according  to  unemployment,  but  unemployment  is  a  poor  measure 
of  need  for  work  force  services  in  rural  areas. 

There  are  several  reasons  for  this.  Oiie  is  the  fact  that  the  pro-, 
portion  of  self-employed  workers  in  rural  areas  is  very  high  com- 
pared to  that  in  urban  areas.  Farmers,  for  example,  don't  get  re- 
corded as  unemployed,  even  though  their  work  is  providing  a  nega- 
tive return  and  they're  not  being  rewarded  for  the  human  resource 
they  put  into  their  business. 

A  second  reason  why  unemployment  is  a  poor  measure  in  rural 
areas  is  because  of  a  lack  of  employment  offices  and  unemployment 
insurance  coverage  in  rural  areas.  An  individual  not  reporting  to 
an  employment  office  and  not  covered  by  unemployment  insurance 
is  unlikely  to  get  picked  up  on  unemployment  rolls. 

A  third  difficulty  is  that  the  current  population  survey  which 
measures  unemployment  is  unreliable  for  rural  areas.  The  U.S.  De- 
partment of  Labor  uses  the  "handbook  method,"  an  unreliable  pro- 
cedure, to  estimate  unemployment  in  rural  areas. 

Two  basic  approaches  to  rural  development  are  used:  One  is  to 
bring  people  to  jobs.  Here  I'm  talking  about  outmigration.  It's 
largely  unplanned  and  uncoordinated  except  by  the  individuals 
who  are  making  separate  decisions  as  to  what  to  do. 

A  second  development  approach  is  to  bring  jobs  to  people.  A 
number  of  Federal  agencies  are  involved  in  this  program.  One  of 
them  is  the  Economic  Development  Administration;  another  is 
business  and  industrial  loans  of  the  Farmers  Home  Administra- 
tion. These  programs  have  been  poorly  funded  and  poorly  focused. 

Initially,  the  Economic  Development  Administration  focused  on 
rural  areas  that  had  high  unemployment.  But  because  of  political 
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pressures,  its  focus  has  shifted  to  a  great  extent  to  urban  areas, 
many  of  them  wealthy. 

I  despair  of  reforming  these  agencies  and  these  programs  and  I 
think  it's  time  to  phase  them  out.  Although  I  have  no  great  opposi- 
tion to  guaranteed  loans  that  provide  minimal  Federal  subsidies,  I 
propose  instead  a  wage  earnings  supplement  that  is  self- targeting. 

Basically,  this  program  provides  a  Federal  subsidy  equal  to,  say, 
half  the  difference  between  a  target  wage  and  whatever  the  best 
wage  worker  can  get  from  an  employer.  The  advantage  of  this  pro- 
gram is  that  it  makes  it  possible  for  the  employer  to  hire  disadvan- 
taged people  who  otherwise  would  not  be  employable.  Those  same 
people  get  a  socially  acceptable  wage,  the  program  expands  employ- 
ment and  it  keeps  us  competitive  in  industries  where  foreign  com- 
petition is  intense. 

A  further  problem  in  rural  communities  is  providing  community 
services.  A  unique  characteristic  of  rural  areas  is  low  density  of 
population.  Population  sparsity  raises  cost  of  providing  community 
services.  The  question  is  what  is  the  appropriate  Federal  response? 
Subsidies  to  electricity,  water,  telephone,  and  other  rural  services 
encourage  urban  sprawl  into  the  countryside  and  encourage  people 
to  locate  in  high  cost  places  when  lower  cost  locations  are  avail- 
able. So  I  suggest  phasing  out  those  community  service  subsidies 
and  using  the  funds  saved  for  other  programs  such  as  the  wage 
earning  supplement. 

I  also  suggest  upgrading  this  capabilities  of  the  cooperative  Feder- 
al State  extension  service  to  help  rural  communities  plan  for  and 
administer  community  services.  With  this  help  communities  can 
pay  for  and  build  the  level  of  community  services  that  they  want 
and  can  afford  to  pay  for. 

Data  systems  need  to  be  improved  for  rural  areas.  We  have  a 
vast  amount  of  information  on  the  cost  of  living  in  metropolitan 
areas  but  essentially  no  information  on  the  cost  of  living  in  rural 
areas.  We  have  a  substantial  amount  of  information  on  unemploy- 
ment, but  we  only  have  crude  measures  of  underemployment.  As  I 
indicated  earlier,  underemployment  rather  than  unemployment  is 
the  appropriate  measure  of  need  for  labor  force  services  in  rural 
areas. 

We  have  metropolitan  statistical  areas  on  which  vast  amounts  of 
data  are  recorded,  but  we  don't  have  a  rural  counterpart.  I  propose 
publishing  data  on  the  basis  of  rural  statistical  areas  established  to 
provide  a  framework  for  reporting  data  thac  would  save  on  the  cost 
of  gathering  that  data  and  would  provide  u  counterpart  to  the  met- 
ropolitan  statistical  areas  data.  Underemployment  as  well  as  other 
statistics  would  be  reported  for  rural  statistical  areas,  providing  in- 
formation on  the  socioeconomic  position  of  rural  areas  by  which  to 
improve  design  and  operation  of  public  policies.  Thank  you. 

[The  prepared  statement  of  Mr.  Tweetea  follows:] 
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Prepared  Statement  or  Luther  Tweeten 

formulating  a  Rural  Development  Policy 
Introduction 

The  migration  turnaround  in  the  1970s  apparent  in  higher  rates  of 
growth  in  employment  «nd  population  in  rural  than  in  urban 
(metropolitan)  counties  diverted  attention  from  persistent  rural 
economic  problem! .  Migration  pattern!  in  the  1980a  have  reverted  to 
the  traditional  pattern:  From  1980  to  1982,  population  and  employment 
grew  faster  in  metropolitan  than  in  nonmetropolitan  .ounties.  With  the 
focua  back  on  rural  arena,  it  is  well  to  reexamine  problems  of  rural 
underemployment,  poverty,  and  difficulties  of  delivering  services  to 
sparaely  populated  areas*  Of  special  concern  is  the  role  of  federal 
policy  in  addressing  these  problems* 

Premises  and  Judgments 
Before  presenting  specific  federal  measures  appropriate  to  address 
rural   problems,  I  list  premises  vhich  constitute  the  rationale,  for  the 
policy  .suggested  later* 

—  The  first  premise  is  that  a  chief  role  of  government 
policy  is  to  correct  market  failures*  Such  correction  must 
be  done  with  great  care  and  only  with  some  confidence  that 
gaina  from  government  interventions  will  be  greater  than  the' 
coat  of  the  market  failures  the  interventions  are  designed  to 
correct. 

—  A  second  premise  is  that  if  incentives  are  not  distorted, 
private  markets  are  more  efficient  than  government  in 
converting  resources  into  products  desired  by  people* 

—  The  third  premise  is  thst  the  unit  of  government  closest 
to  the   people  can  best  make  decisions  regarding  funding  and 
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provision  of  public  services  —  given  that  costs  and  benefits 
are  realised  within  the  funding  jurisdiction*  HenCe  national 
defense  must  be  a  responsibility  of  the  federal  government 
beccuse  benefits  are  not  confined  to  county,  city,  or  state 
borders.  But  benefits  of  a  rural  watfcr  system  are  local  and 
local  people  can  decide  how  much  resources  to  devote  to  it. 
Separation  of  costs  from  benefits  invites  mismanagement  and 
waste. 

Rural  Problems  and  Appropriate 
Public  Policy  Response 
With   the  above  background ,  I  now  enumerate  major  economic  problems 
confronting  rural  areas. 

Unfavorable  Business  Environment  and  Macroeconomic  Policy 

U.S*  macroeconomic  policies  of  the  past  decade  have  been  a  major 
source  of  economic  difficulty  to  rural  areas.  Uncontrolled  federal 
deficits  have  raised  real  interest  and  exchange  rates.  High  real 
interest  rates  are  hardship  enough  in  themselves,  but  seme  of  the  most 
insidious  impact  comes  through  international  linkages*  High  real 
iaterest  rates  raise  exchange  rates  which  in  turn  price  American 
products  out  of  international  markets  and  out  of  domestic  markets 
confronted  by  low-cost  foreign  imports.  Agriculture  has  b*en 
particularly  devastated.  The  farming  industry  is  under  severe 
financial  stress  because  it  has  double  the  capital  per  worker  of  other 
industries  (interest  is  the  major  cost  of  capital),  is  a  major  net 
debtor  (farmers  owe  others  $100  for  each  $23  that  others  owe  them),  and 
depends  heavily  on  exports  (with  less  than  3  percent  of  the  nation's 
population  and  income,  farmers  account  for  one-fifth  of  U.S.  exports). 
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High  interest  and  exchange  races  have  alto  created  hardship  in  the 
mining  and  textile  industries,  both  prominent  in  rural  areas  and  facing 
stiff  competition  from  imports* 

The  most  important  thing  that  public  policy  could  do  today  to  help 
rural  areas  would  be  to  regain  control  of  the  federal  budget.  The 
appropriate  policy  is  for  the  federal  government  to  incur  deficits 
during  recession  and  a  balanced  or  surplus  budget  during  full 
employment  where  "full  employment"  today  it  approximately  7  percent 
unemployment.  That  "full-employment"  rate  needs  to  be  reduced  but 
macroeconomic  policyalone  will  not  suffice.  Demographic  changes 
slowly  occurring  in  the  work  force otably  fewer  young  persons 
reaching  the  age  of  employment,  will  reduce  the  unemployment  rate.  But' 
the  process  can  be  speeded  through  structural  policies  discussed  later 
to  reduce  the  natural  rate  of  unemployment. 

Human  Resource  Maintenance  and  Development 

Rural  people  have  utilised  general  and  vocational-technical 
schooling  to  improve  their  human  resources  and  to  increase  earning 
power.  Given  their  socio-economic  background  and  opportunities  to  use 
skills,  they  have  nearly  caught  up  with  schooling  of  their  urban 
counterparts  after  lagging  for  decades.  But  spillover  of  schooling 
benefits  across  boundaries  creates  inequities  in  funding.  In  many 
rural  communities,  90  percent  or  more  of  school  graduates  leave  the 
school  funding  jurisdiction.  These  migrants  leave  with  millions  of 
dollars  of  schooling  invested,  mainly  through  local  property  taxes,  at 
great  sacrifice.  The  transfer  is  often  from  low-income  rural 
communities  to  more  wealthy  cities  where  migrants  settle.  The  federal 
government   currently  funds  less  than  one-tenth  of  common  schooling. 


That  percentage  could  be  doubled  to  compensate  for  spillover  of 
benefits. 

The  second  problem  is  depriyetion  among  those  who  lack  potentiel 
for  developing  esrning  capability.  Examples  are  the  poor  who  sre  the 
severely  handicapped  end  the  aged.  These  and  other  diaadvantaged 
persons  need  welfere  assistance.  Again,  aa  in  schooling,  spillovers 
are  prominent.  The  poor  in  places  vhere  welfere  is  insdequste  move  to 
sress  providing  more  generous  assistance.  Thus,  Chicago  snd  New  York 
for  example  have  a  stake  in  welfare  programs  in  West  Virginia  snd 
Mississippi.  Ststes  lesst  sble  to  provide  a  minimum  safety  net 
frequently  have  the  heaviest  burden;  The  federsl  government  could  do 
more  to  esse  the  burden  snd  reduce  wide  dispsrities  in  welfare 'payments 
among  states.    Rural  ststes  often  have  greatest  dif fici«nciea.  • 

Underemployment 

Lack  of  local,  opportunities  to  utilize  inherent  and  scquired  human 
resource  skill  causes  high  underemployment  in  many  rurel  sress. 
Outmigration  has  helped  to  ease-  problems  but  difficulties  remain. 
Underemployment  is  defined  as  earnings  below  what  would  be  a  reasonable 
level  of  earnings  based  on  national  standards  for  persons  of  s  given 
age,  education,  snd  experience  level.  Billions  of  dollars  of  federsl 
funds  are  allocated  to  work  force  programs  based  on  the  criterion  of 
unemployment.  Unemployment  is  an  inadequate  indicator  of  need  for 
human  resource  development  and  employment  services  in  rural  areas. 
Rural  persons  seeking  work  sre  often  far  from  public  employment 
aer vices  or  are  not  covered  by  unemployment  insurance,  hence  do  aot  get 
picked  up  on  unemployment  rolea.  Many  underemployed  people  in  rural 
areas  are  not  reached  by  federal  surveys  of  unemployment  or  sre 
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self-employed  persons  never  designated  ss  unemployed.  Consequently, 
rural  people  are  undercounted  and  underserved  by  federal  work  force  snd 
development  agencies.  Underemployment  would  be  s  better  messure  thsn 
unemployment  of  the  need  for  job  development  opportunities  in  rursl 
sress  but  the  federal  government  has  never  invested  sufficient 
resources  to  develop  proper  measures  of  underemployment  (see  Gilford, 
et  si.). 

The  two  principal  ways  to  alleviate  underemployment  are  to  bring 
people  to  jobs  and  to  bring  jobs  to  people.  The  greatest  source  of 
improvement  in  economic  well-being  of  rural  people  has  been  to  bring 
people  to  jobs.  Millions  of  past  rural  to  urban  migrants  were  little 
helped  by  public  employment  service,  job  information,  work  force 
training,  counseling,  or  other  assistance.  Some  pilot  programs  to 
publicly  assist  migration  to  areas  with  jobs  were  attempted  but  later 
terminated.  Valiant  efforts  have  been  made  to  overcome  the  urban  biss 
of  the  U.S.  Department  of  Labor.  I  despair  of  success  for  any  effort 
to  overcome  that  bias.  Rural  advocates  might  as  well  turn  their 
attention  from  efforts  to  improve  federal  work  force  services  in  rural 
areas • 

An  alternative  is  to  bring  jobs  to  people.  Programs  under  the 
Economic  Development  Administration  (EDA),  the  Farmers  Home 
Administration  (FmHA  operating  under  the  Rural  Development  Act  of 
1972),  and  several  other  agencies  have  attempted  to  promote  place 
prosperity  by  bringing  industry  within  reach  of  rural  people. 
Approximately  two  decades  of  such  activity  provide  no  basis  for 
optimism.  The  EDA  early  relied  mainly  on  the  criterion  of  unemployment 
to    direct    program    benefits.     Rural  areas  ranking  high  in 
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underemployment,  but  not  in  unemployment  bypassed*  Urban  areas 
disproportionately  captured  the  benefits  of  EDA  and  farmers 
disproportionstely  captured  the  benefits  of  FmHA.  I  despair  of  trying 
to  revive  past  programs  or  meaningful  future  programs  along  the  lines 
of  EDA  and  FmHA  but  specifically  targeted  on  the  basis  of 
underemployment.  Orban  enterprise  tones  extended  to  depressed  rural 
areas  would  undoubtedly  fail  as  badly  as  EDA  and  FmHA  job  development 
efforts. 

An  appropriate  response  is  for  the  federal  government  is  to 
terminate  the  EDA  and  FmHA  efforts  to  create  jobs  in  rural  communities 
and  replace  §uch  efforts  with  a  wage-earning  supplement  that  would 
automatically  target  marginal-workers  while  relying  on  the  market  to 
induce  industry  to  locate  jobs  where  costs  are  lowest.  A  wage-iearnings 
supplement  is  proposed  to  reduce  Ubor  costs  to  employers  and  raise 
"earnings  to  workers  —  particularly  marginal  workers  most  likely  to 
experience  chronic  unemployment.  The  wage  supplement  would  be  proviaed 
to  employees  by  the  federal  government  equal  to  say  50  percent  of  the 
difference  between  what  they  csn  earn  from  an  employer  under  a 
competitive  wsge  system  and  a  target  wage  of  say  $6.00  per  hour. 
Ideally,  the  minimum  wage  lav  would  be  terminsted  and  the  supplement 
paid  to  the  worker.  (If  the  minimum  wage  law  is  not  terminsted,  the 
supplement  would  need  to  be  paid  to  employers.)  Workers  receiving  a 
higher  wage  would  receive  greatest  total  income  including  the 
supplement,  henc  ^kers  would  be  encouraged  to  compete  for  the 
highest  psying  ^os.  The  employer  would  have  incentives  to  obtain  the 
greatest  productivity  possible  from  workers,  including  those  receiving 
the  wage  supplement.    A  marginal  worker  only  able  to  receive  $1.00  wage 
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per  hour  would  receive  *  .5  ($6*00  -  $1*00)  «  $2.50  wage  supplement  per 
hour  co  bring  total  pay  to  $3*50  per  hour  for  an  annual  income  of 
$7,000  if  employed  2,000  hours.  The  target  wage  could  be  increased  for 
age*  Persons  of  high  school  or  younger  age  might  not  be  eligible  for 
the  supplement  until  completing  high  school  or  until  showing  proper 
certification  that  they  are  incapable  of  completing  high  school* 

An  earnings  supplement  would  be  used  for  those  who  do  not  work  for 
w£ges.  Under  the  earnings  supplement,  the  federal  government  would 
natch  $1  of  earnings  with  a  $1  of  supplement  up  to  annual  earnings  of 
say  $2  ,000,  after  which  each  additional  $1  of  earnings  would  subtract 
$•50  of  supplement*  Thus  a  worker  eatning  $2,000  would  receive  a 
supplement  of  $2,000  for  a  total  income  of  $4,000*  An  additional 
$4,000  of  earnings  would  eliminate  the  supplement  but  total  income 
would  be  $6,000* 

The  ae\f-targeting  supplement  programs  would  decrease  unempl<  yment 
among  marginal  workers,  would  increase  output  in  labor-in'  ens  ive 
industries,  snd  would  transfer  income  to  those  who  have  \ow  earnings* 
The  program  would  especially  benefit  rural  areas  characterized  by  low 
income  and  underemployment*  Compared  to  current  welfare  programs, 
which  would  be  retained,  the  supplement  program  would  better  serve  the 
poor  who  are  working  and  in  households  with  an  able-bodied  male  present 
—  characteristics  found  disproportionaly  in  rural  areas* 

Meeting  Community  Service  Needs  in  Sparsely  Populated  Rural  Areas 

The  unique  characteristic  common  to  rural  areas  is  low  density  of 
population*  Because  there  are  economies  of.  c  ize  in  provision  of  most 
community  services,  low  population  density"  means  high  costs  per  capita 
of  providing  community  services  such  as  water,  electricity,  roads,  and 
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school*  •  Many  rural  communities  cannot  afford  the  planning  staffs  to 
determine  appropriate  and  economically  efficient  service  delivery 
systems*  The  Cooperative  (federal-state)  Extension  Service  can  perform 
an  important  role  in  providing  technical  assistance  to  plan  community 
services  and  development.  The  Extension  Service  can  also  help 
communities  to  utilize  local  talent  resources  by  identifying 
leadership,  organizing  commit  teas,  and  in  general  helping  to  improve 
the  processes  for  communities  to  organise  for  economic  development* 

The  U.S.  Department  of  Agriculture  sometimes  has  overemphasized 
the  role  of  the  Cooperative  Extension  Service  in  promoting  economic 
development.  It  is  naive  to  believe  that  an  economically  depressed, 
low-income  community  can  pull  itself  up  by  its  bootstraps.  Outside 
assistance  in  the  form  of  aid  to  education  and  welfare  services  along 
with  a  wage /earnings  supplement  as  outlined  above  are  essential  for 
severely  depressed  communities  to  make  much  headway  against  poverty  and 
underemployment.  Facelifting  main  street  is  useful  but  alone  does 
little  to  raise  incomes  and  create  jobs. 

On  the  other  hand,  it  is  difficult  to  build  an  economic  rationale 
for  federal  Subsidies  to  provide  rural  community  services  such  as 
electricity,  telephone,  water,  and  the  like-  The  major  justification 
for  provision  of  such  services  would  be  if  communities  are  uniformly 
poor.  Only  rarely  are  rural  communities  poor;  rather  it  is  selected 
individuals  and  families  who  are  poor  and  they  are  helped  best  by 
targeted  poverty  alleviation  programs.  Some  rural  communities  want  low 
taxes  and  minimal  community  services.  It  is  presumptuous  for  the 
federal  government  to  force  community  services  and  housing  on  rural 
communities  that  the  local  people  would  not  choose  if  they  were  free  "to 
make  the  decision. 
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Data  Requirements 
As  noted  earlier,  federal  agencies  outside  of  the  U.S.  Department 
of  Agriculture  have  tended  to  have  an  urban  bias*    That  bias  is 
apparent  in  statistical  data  systems.     Three  suggestions  for 
improvements  in  data  systems  are  listed  below. 

Cost  of  Living 

Estimates  of  real  earnings  and  income  are  necessary  to  determine 
buying  power  and  comparability  of  earnings  in  rural  and  urban  areas. 
It  is  difficult  fo.  economists  to  evaluate  veil-being  of  rural  people 
and  economic  efficiency  without  measures  of  cost  of  living  in  rural 
areas.  Cost  of  living  data  are  available  only  for  metropolitan  areas. 
Data  for  rural  areas  are  long  overdue*  j 

Underemployment 

As  noted  earlier,  billions  of  dollars  of  federal  funda  are 
allocated  by  the  criterion  of  unemployment*  Even  if  unemployment  were 
measured  correctly,  it  is  simply  the  wrong  concept*  In  contrast  to 
people  in  urban  areas,  rural  people  are  frequently  employment  but  not 
up  to  their  earning  capacity  as  measured  by  age,  education,  and 
experience.  Underemployment  measures  this  need  for  work  force  and 
othex  services.  Federal  statistical  agencies  need  to  begin  work  on 
measures  of  underemployment  not  only  for  rural  areas  but  for  the  nation 
as  a  whole. 

Rural  Statistical  Areas 

A  vast  amount  of  census,  labor  force,  cost  of  living,  and  other 
data  are  made  available  for  Metropolitan  Statistical  Areas  (MSAs)  but 
rot  for  rural  areas.     To  reduce  costs  of  providing  data  for  rural 
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areas,  it  is  proposed  that  Rural  Statistical  Areas  (RSAs)  be  designated 
and  data  reported  on  that  basis.  The  RSA  concept  would  reduce  costs  of 
collecting  and  reporting  data.  Areas  designed  would  be  relatively 
homogenoua  with  regard  to  measures  such  as  cost  of  living  and  >i 
underemployment.  '  An  RSA  would  sometimes  but  not  always  follow  state 
boundaries. 

Summary  and  Conclusions 

Disarray  in  rural  development  programs  is  no  recent  phenomenon. 
But  programs  have  fallen  on  particularly  \rd  times  since  the 
demographic  turnaround  in  the  1970s  when  rural  areas  began  to  gain 
population  and  employment  more  rapidly  than  did  urban  areas.  The 
pattern  prior  to  the  1970s  reasserted  itself  in  the  1980s.  Critical 
needs  in  rural  areas  remain,  particularly  to  address  problems  of 
.poverty  and  underemployment  which  have  persisted  in  a  number  of  parts 
of  the  country.  These  problems  can  be  addressed  as  part  of  a 
nationwide  effort  to  relieve  poverty  and  underemployment  in  rural  and 
urban  areas  alike. 

The  market  has  been  by  far  the  most  important  vehicle  for  regional 
development  and  considerable  progress  has  been  made  in  reducing 
regional  income  disparities.  Many  pockets  of  poverty'and 
underemployment  remain  and  it  is  well  not  to  repeat  the  mistakes  of  the 
past  in  which  programs,  were  frequently  too  modest  in  size  and  poorly 
focused  to  form  the  critical  mass  that  could  make  a  difference. 
Proposed  initiatives  such  as  Urban  Enterprise  Zones  featuring  tax 
incentives  to  locating  industries  will  not  do  even  if  rural  »»«as  are 
included  because  the  program  would  not  target  on  poverty  and 
underemployment.    Programs  such    s  EDA  have  failed  because  the  criteria 
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for  providing  incentive*  have  been  misguided  or  obscure  —  there  U  no 
reason  to  expect  no re  from  enterprise  tones* 

Accordingly,  the  programs  propor  id  herein  are  deliberately  kept 
few  and  simple.    These  programs  are  to: 

(1)  Provide  a  macroeconoaii  policy  promoting  sustainable 'economic 
progress  with  a  reasonably  stable  general  price  level*  The  major 
current  need  is  to  move  towards  a  balanced  federal  budget  as  a  means  to 
reduce  real  interest  and  exchange  rates* 

(2)  Increase  federal  funding  for  education  and  poverty  (welfare) 
programs* 

(3)  Begin  a  major  new  program  of  wage/earnings  supplements  to 
employ  the  disadvantaged,  permit  low-wage  labor  intensive  industries  to 
compete  with  imports,  and  to  increase  output  of  the  nation*  To'  finance 
the  supplements,  terminate  a  number  of  programs  such  as  subsidies  to 
rural  community  services*  revenue  sharing,  and  Economic  Development 
Administration  and  Farmers  Home  Administration  programs  of  industrial 
loans,  grants,  and  technical  assistance* 

(A)  Utilise  services  of  the  Extension  Service  to  provide  minimal 
economic  planning  and  organisational  services  so  that  rural  communities 
can  utilise  their  resources  to  efficiently  provide  the  level  of 
services  they  desire  and  can  afford*  This  program  would  entail  only 
modest  additional  federal  outlays* 
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Senator  Abdnoil  Thank  you.  That's  very  helpful. 

Our  last  witness,  and  I'm  happy  to  have  him  back  with  us  today, 
because  I  have  great  respect  for  his  expertise,  is  Mr.  Brady  Deaton, 
who  appeared  before  the  Joint  Economic  Committee  1  year  ago  when 
this  subcommittee  was  considering  the  impact  of  the  agricultural 
economy  on  small  towns  and  businesses. 

Mr.  Deaton  is  a  professor  of  agricultural  economics  at  VPI,  and 
it  is  a  real  pleasure  to  have  you  back. 

STATEMENT  OP  BRADY  J.  DEATON,  PROFESSOR,  DEPARTMENT 
OP  AGRICULTURAL  ECONOMICS,  VIRGINIA  POLYTECHNIC  IN- 
STITUTE  AND  STATE  UNIVERSITY,  BLACKSBURG,  VA 
Mr.  Deaton.  Thank  you,  Senator  Abdnor  and  ladies  and  gentle- 
men, ft  is  a  pleasure  for  me  to  be  back  before  the  Joint  Economic 
Committee. 

Senator  Abdnor.  Excuse  me.  If  you  see  me  get  up  and  ieave  in  a 
little  while,  it  s  because  I've  got  to  go  vote.  But,  you  go  right  on 

Mr.  Deaton.  That's  fine.  Thank  you.  ^ 

It  is  a  pleasure  to  be  before  the  Joint  Economic  Committee  again 
and  to  have  been  invited  to  appear  before  this  distinguished,  group 
of  guests.  I  want  to  also  commend  the  subcommittee  for  taking  this 
broad-based  view  of  the  rural  economy  of  America  because  I  think, 
for  too  long,  we  have  had  macroeconomic  policies  made  in  isolation 
from  agricultural  policy  and  agricultural  policy  made  in  isolation 
from  macroeconomic  policy,  points  that  Mr.  Tweeten  emphasized 
also  in  his  remarks. 

It  is  essential  that  we  examine  the  interrelationships  between 
tne  tarm  and  the  nonfarm  sectors,  and  the  thrust  of  my  remarks 
this  morning  are  to  try  to  look  at  an  economic  strategy  that  can  be 
based  on  recognizing  the  tremendous  importance  of  the  nonfarm 
sector  to  the  farm  sector,  and  vice  versa. 

When  we  recognize  that  two-thirds  of  the  fcrm  families'  income 
m  America  comes  from  off  the  farm,  I  believe  that's  evidence 
enough  tluit  we  must  have  both  farming  and  nonfar.^iing  enter- 
prises  working  hand  in  hand  in  rural  America  to  create  the  kind  of 
living  environment  that  we  want  to  try  to  create  for  a  quality  life 
m  rural  areas. 

If  we  look  at  rural  economies  today,  I  think  we  see  some  dangers 
and  promises.  From  the  standpoint  of  dangers,  we  see  a  greater  cy- 
clical vulnerability  of  the  rural  economy  to  international  events; 
the  over-valued  dollar  has  been  emphasized  already. 

The  product  cycle  is  also  leading  to  certain  manufacturing  firms 
moving  abroad  and  represents  another  depreciation  of  rural  Ameri- 
ca s  job  opportunities.  Also,  during  this  period  of  financial  deregu- 
lation, we  are  not  at  all  sure  what  the  net  effect  is  going  to  be  on 
rural  communities  across  the  country,  whether  we  are  going  to  con- 
tinue to  see  the  capital  flight  mentioned  in  one  of  the  earlier  testi- 
monies, or  whether  we  are  going  to  see  a  net  inflow  of  capital  back 
into  rural  manufacturing  and  business  and  agriculture  to  provide 
the  job  opportunities  that  are  needed. 

The  answer  to  that  question  remains  to  be  seen,  but  it's  some- 
thing I  think  we  should  be  cognizant  of  and  examine  carefully. 
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Senator  Abdnor.  Could  I  stop  you  for  5  minutes?  I'll  try  to  make 
my  vote  and  come  light  back. 
Mr.  Beaton.  Sure. 

Senator  Abdnor.  I  hate  to  ask  you  to  do  that.  We'll  have  a  brief 
recess. 

[A  brief  recess  was  taken.] 

Senator  Abdnor.  I  have  voted  and  we  can  continue,  if  you  don't 
mind. 

Mr.  Deaton.  Thank  you.  I  was  just  talking  about  some  of  the  in- 
creasing vulnerabilities  that  rural  economies  and  rural  communi- 
ties are  facing  today*  In  addition  to  the  cyclical  aspects  of  the  cur- 
rent economy,  our  real  concern,  I  think,  is  that  the  basis  of  eco- 
nomic growth  in  society  is  changing  more  toward  information  de- 
pendence than  has  been  true  in  the  past.  And  Nobel  Laureate  T. 
W.  Schultz  has  coined  a  phrase,  "information  as  power  in  agricul- 
ture." 

I  think  it's  fair  to  say  that  information  is  the  power  and  driving 
force  of  economic  change  that's  going  on  throughout  rural  Amer- 
ica, and  America,  in  general,  today.  And  unless  we  are  able  to  de- 
velop the  kind  of  school  system,  extension  service  and  public  infor- 
mation system,  the  kind  of  data  needs  that  Professor  Tweeten  has 
already  strongly  emphasized,  we  are  likely  to  develop  an  informa- 
tion-rich component  in  our  society  alongside  an  information  poor 
component  and  drive  apart  the  potential  sharing  that  can  occur. 

In  other  words,  we  are  likely  to  create  more  rural  poverty  in  the 
future  than  we  have  in  the  past  unless  we  address  this  issue  head 
on.  I  think,  to  do  that,  along  with  addressing  many  of  the  other 
needs,  we  need  to  have  shown,  certainly  at  the  Federal  Govern- 
ment level,  a  real  commitment,  a  real  leadership  to  address  some 
of  the  rural  needs.  And  I  certainly  don't  need  to  remina  Senator 
Abdnor  and  other  members  of  this  subcommittee  of  this,  as  I  know 
you  have  provided  leadership  in  this  area. 

But  if  you  look  at  the  history  of  development  in  this  country,  the 
type  of  rural  infrastructure  that  has  given  access  to  the  rural  com- 
munities across  the  country,  to  banking,  telephones,  air  lines,  farm- 
to-market  roads,  electrification— these  factors  have  been  provided 
by  a  strong  public  commitment  to  guaranteeing  access  to  some 
minimum  level  of  services  that  we  need  in  this  country. 

We  saw  some  examples  in  Mr.  Howard's  and  Mr.  Cope's  testimo- 
ny of  the  kind  of  forward-looking  leadership  that  we  need  to  see 
more  of  in  rural  America  today. 

Let  me  take  a  moment  to  emphasize  some  components  of  a  rural 
development  strategy  that  can  help  turn  many  of  the  lagging  rural 
communities  into  full  participants  in  our  economy.  I  think  it's  im- 
portant to  emphasize  the  fact  that  the  educational  sector  does  lag 
in  many  areas  of  the  country,  and  that  rural  poverty  in  the  last 
few  years  has  been  on  the  increase  throughout  most  regions  of  the 
United  States. 

We  have  to  turn  more  attention  to  providing  the  educational  sup- 
port in  primary  and  secondary  education,  in  the  community  col- 
leges and  in  training  programs  that  can  elevate  the  skill  and 
knowledge  base  of  our  people,  fitting  them  into  the  kind  of  infor- 
mation society  that  we  are  moving  into. 
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Technological  change  is  ongoing  and  for  that  technological 
change  to  be  rapidly  adopted  in  rural  areas,  we  need  more  of  an 
environment  of  security.  And  one  thing  I  think  that  the  interde- 
pendence between  farm  and  nonfarm  sectors  we  have  been  talking 
about  this  morning  provides  is  more  of  a  secure  income  stream  for 
farm  households,  so  that  we  can  see  in  farm  households  that 
depend  on  nonfarm  income  the  potential  for  shifting  out  of  some  of 
the  more  traditional  agriculture,  crops  where  the  price-cost 
squeeze  may  be  so  severe  that  an  actfufltment  off  the  farm  may  be 
needed.  Many  of  these  farms  can  move  into  alternative  enterprises. 

For  example,  in  southwest  Virginia,  where  we  have  u  real 
squeeze  occurring  in  the  tobacco  farming  region,  we  are  faying  to 
look  at  alternative  crops  that  provide  new  economic  opportunities 
for  these  farm  families. 

Now  to  achieve  this  more  effectively,  we  are  going  to  have  to 
have  more  balanced  job  opportunities  in  the  nonfarm  sectors,  so 
that  the  household  doesn't  run  the  risk  of  losing  everything  it's  got 
when  it  tries  to  take  a  more  innovative  stance  in  this  regard.  So  I 
think  that  the  important  aspect  of  the  farm  and  nonfarm  integra- 
tion that  I  see  is  that  it  reduces  income  risk  for  the  household  and 
provides  an  environment  for  more  innovative  economic  alterna- 
tives. 

I  want  to  close  by  calling  attention  to  the  approach  we  have  been 
taking  m  Virginia  to  deal  with  some  of  the  issues  of  human  capital 
development  and  new  enterprise  development  in  the  rural  parte  of 
the  state.  After  working  with  the  State  legislature,  we  formulated 
an  idea  which  we  have  called  the  Rural  Virginia  Development 
Foundation.  Now,  tho  purpose  of  this  foundation  is  to  stimulate 
private  sector  venture  capital  to  be  invested  into  rural  firms- 
small  businesses  in  the  rural  parts  of  the  state. 

And  we  have  also  encouraged  the  development  of  what  we  call 
value-added  industry;  that  is,  small  businesses  and  manufacturing 
firms  that  take  the  latest  technological  ideas  coming  out  of  our 
land  grant  universities  and  out  of  the  private  sector.  And  we  have 
urged  the  State  to  provide  certain  State  support  for  developing  pro- 
totype plants  in  rural  communities  to  take  the  agricultural  prod- 
ucts, the  fisheries,  the  mining  and  the  forestry  and  do  further  proc- 
essing and  modify  it  into  new  products  that  have  access  to  some  of 
the  larger  consumer  markets  in  the  country  and  around  the  world. 

We  believe  that  this  approach  has  promise  if  we  can  draw  on  the 
significant  positive  examples  that  venture  capital  throughout  this 
country  has  provided.  But  it  takes  a  creative  partnership  between 
the  public  and  the  private  sector  to  bring  this  about 

While  there  is  a  need,  as  one  of  the  earlier  speakers  indicated, 
for  continuing  loan  guarantees  to  small  business,  we  believe  there 
is  a  need  for  stimulating  more  equity  investments  on  the  part  of 
the  private  sector,  perhaps  jointly  with  local  governments  and 
some  aspects  of  the  public  sector  to  achieve  this  objective. 

The  foundation,  m  addition  to  emphasizing  the  private  sector 
venture  capital  investments  in  small  firms,  we  have  emphasized 
the  need  for  identifying  and  training  entrepreneurs  and  providing 
educational  support  through  extension  for  our  community  colleges 
and  our  entire  educational  system  to  create  an  atmosphere  in 
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which  entrepreneurs  are  willing  to  take  a  chance,  as  they  have 
been  doing  in  the  agricultural  sector  for  a  long  time. 

And  we  also  believe  there  needs  to  be  a  technology  transfer 
mechanism  created  that  links  higher  education  systems  with  the 
private  sector  and  with  the  public  sector  to  identify  new  ideas  and 
put  them  into  operation  as  quickly  as  possible  in  those  parts  of  the 
country  where  we  can  try  to  achieve  a  balanced  economic  growth 
upon  which  a  healthy  rural  economy  depends  so  vitally. 

If  we  can  build  on  these  kind  of  interdependencies,  I  think  we're 
going  to  be  able  to,  in  the  future,  address  more  directly  some  of  the 
hard  core  problems  of  poverty  and  to  speed  up  the  convergence  of 
incomes  between  rural  and  urban  America.  Thank  you. 

[The  prepared  statement  of  Mr.  Deaton  follows:] 
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Prepared  Statement  op  Brady  J.  Deaton** 
Strategies  For  Strengthening  the  Rural  Economy* 


The  economy  of  rural  America  is  undergoing  a  continuing  transformation. 
Both  domestic  and  international  forces  are  reshaping  farm/nonfarm  interrelation- 
ships with  significant  implications  for  the  sectoral  and  spatial  allocation  of 
resources.    A  new  understanding  of  federalism  is  being  sought  at  the  national 
level,  while  a  new  sense  of  what  constitutes  rural  communitites  is  being  explored 
at  the  state  and  local  level.    These  dynamic  economic  and  social  forces  and 
related  policy  deliberations  require  a  reexamination  of  traditional  agricultural  and 
marroeconomic  policies  and  a  willingness  to  seriously  review  and  where  required 
design  our  political  and  financial  institutions. 

The  purpose  of  my  presentation  is  to  identify  some  important  factors  in  the 
economic  relationships  between  the  farm  and  nonfarm  sectors  of  rural  economies 
and  to  propose  policy  strategies  that  build  on  the  potential  new  strengths  that 
are  emerging  in  rural  America.    I  will  argue  that  fulfilling  the  new  potential 
requires  concerted  leadership  and  strong  committment  by  both  public  and  private 
sectors  of  the  nation. 

EMERGING  FORCES  SHAPING  THE  RURAL  ECONOMY 
Before  addressing  specific  aspects  of  farm/nonfarm  interactions,  I  want  to 
take  a  moment  to  highlight  a  few  of  the  important  trends  that  are  now  shaping 
the  rural  economy. 


^Testimony  presented  to  the  Joint  Economic  Committee,  Congress  of  the  United 

States,  May  15,  1985. 
**Professor,  Department  of  Agricultural  Economics,  Virginia  Polytechnic  Institute 
and  State  University,  Blacksburg.    The  author  benefited  from  discussion  of 
this  topic  with  colleagues  J.  Paxton  Marshall,  Thomas  G.  Johnson  and  Randy 
.Kramer,,  Virginia  Polytechnic  Institute. 
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First,  international  market  forces  play  an  increasing  role  in  shaping  rural 
affairs.    These  forces  are  accentuated  by  domestic  deregulation  of  our 
financial  system.    Ironically,  our  private  financial  structure  is  becoming 
centralized  at  the  very  time  our  federal  system  is  becoming  more  decen- 
tralized in  terms  of  fiscal  authority  and  control.    States  and  localities 
are  grappling  with  these  rapidly  changing  events. 

Second,  local  economies  are  becoming  more  vulnerable  to  cyclical  economic 
forces  driven  by  technological  change  and,  in  part,  by  international 
events.    We  aren't  that  far  removed  from  the  Russian  Wheat  deal  and 
the  OPEC  embargo,  twin  events  that  impinged  pecularily  on  rural  eco- 
nomic affairs  and  which  awakened  rural  leaders  to  the  extent  to  which 
their  destinies  are  linked  to  the  broader  world.    More  importantly,  we 
are  now  discovering  the  harsh  realities  of  an  industrial  product  cycle 
that  does  not  recognize  national  boundaries-    As  we  move  into  an  infor- 
mation-based society,  many  manufacturing  plants  are  moving  to  cheaper 
labor  markets  in  third  world  countries.    Our  educational  system,  espe- 
cially land  grant  colleges  and  universities  and  community  colleges,  must 
move  rapidly  to  address  the  human  capital  needs  that  are  generated  by 
these  technological  realities. 

Third,  demographic  changes  continue  to  affect  labor  and  capital  markets,  in 
rural  areas.  Migration  and  return  migration  sharply  alter  the  job-labor 
availability  ratio  resulting  in  high  levels  of  unemploymeni  persisting 
even  in  high  growth  areas.  The  imbalance  results  from  our  lack  of 
understanding  of  rural  labor  markets  and  our  inability  or  unwillingness 
to  develop  effective  public  policies  that  address  the  needs  of  the  unem- 
ployed. 
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In  addition,  the  aging  of  the  population  and  the  movement  of  the 
elderly  into  selected  rural  areas  creates  a  new  flow  of  private  and 
public  transfer  payments  and  a  new  set  of  service  sector  demands. 
Retirement-oriented  transfer  payments  represent  14  percent  of  per  cap- 
ita income  in  rural  areas  of  the  U.S  as  compared  to  10  percent  for 
metropolitan  areas  (Smith,  Willis,  and  Weber). 

FARM/NONFARM  INTERDEPENDENCES;    TOWARD  A  NEW  PERSPECTIVE 
Agricultural  policy  has  always  contributed  in  important  ways  to  the  growth 
of  non-farm  business  and  industry;  but  the  interrelationships  between  the  farm 
and  non-farm  sectors  are  generally  not  explicitly  recognized  and  have  seldom 
been  drawn  into  the  agricultural  policy  debate.    Similarly,  monetary  and  fiscal 
policies  appear  to  be  formulated  without  a  very  clear  notion  of  their  spatial  impli- 
cations.   Tfuse  are  surprising  weaknesses  for  a  nation  whose  historical  "West- 
ward expansion/'  and  agrarian  tradition  still  command  public  attention  if  not  our 
purse  strings. 

Nonfarm  employment  affects  agricultural  development  through  its  impacts  on 
both  the  capital  and  labor  markets,  by  reducing  family  income  risk,  and  through 
the  services  provided  by  rural  communities  to  the  farm  population.    Both  public 
and  private  sectors  are  important  here.    Public  service  demands  direct  our  atten- 
tion to  the  incidence  of  taxation  on  the  agricultural  sector  as  local  property  taxes 
are  a  principal  source  of  finance  for  locally  provided  public  services,  especially 
primary  and  secondary  education. 

The  nonfarm  employment  sector  creates  additional  savings' which  flow  into 
local  financial  institutions  to  some  degree.    These  buoy  up  the  potential  financial 
hise  of  the  community  including  the  lending  potential  to  the  agricultural  sector.  * 
Deregulations  of  the  banking  industry  may  have  eroded  the  significance  of  this 
contribution  to  agriculture,  as  relatively  less  farm  lending  appears  to  be  occuring 
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in  integrated  banks  as  compared  to  independent  banks  (Markley,  1984). 

More  significant  is  the  potential  that  the  nonfarm  sector  holds  for  stimulat- 
ing linkages  on  both  the  input  and  product  sides  of  agricultural  production. 
Lower  cost  inputs  may  be  provided  because  of  the  proximity  of  input  supply 
firms  which  gain  sufficient  economies  of  size  to  merit  the  establishment  of  local 
supply  firms.    On  the  output  side,  value-added  industries  may  be  developed  to 
stimulate  further  non-farm  employment.    Simultaneously,  this  generally  means 
greater  farm  profits  at  the  local  community  level.    Specialty  crops  such  as 
grapes,  apples,  and  other  fruits  ard  vegetables  may  lend  themselves  to  this 
potential,  although  major  grain  crops  are  not  exempt.    New  technological  pro- 
cesses are  likely  to  emerge  as  attention  is  given  to  such  specialty  crops.  Also, 
venture  capital  can  play  i  vital  role  in  stimulating  new  entrepreneurial  efforts  in 
this  area  (Deaton,  Johnson,  Farmer,  and  Schwartz). 

The  Facto I-  Proportions  Issue 

The  labor  market  interrelationships  have  implications  for  the  future  capital 
intensity  of  agricultural  production,  at  least  for  some  aspects  of  production. 
Higher  capital/labor  ratios  for  part-time  farmers  have  been  almost  universally 
observed  in  empirical  research  reported  by  OECD,  1977  and  '78;  Schneeburger, 
Comer  and  Edwards;  and  Johnson  and  O'Grady  (Johnron,  p.  14).    Also,  part- 
time  farming  has  been  tied  to  lower  per  acre  production  of  agricultural  products, 
a  logical  consequence  of  the  higher  opportunity  cost  of  labor  for  part-time  farm- 
ers. 

Theoretically,  nonfcrm  employment  opportunities  create  competition  for 
own-farm  use  of  labor  and  would  tend  to  result  in  a  steeper  supply  curve  for 
own-farm  employment.    In  other  words,  the  family's  labor  use  on  their  farm  must 
be  as  productive  as  the  off-farm  work  in  order  to  effectively  compete  for  the 
labor.    As  nonfarm  jobs  are  taken  by  farm  family  members,  the  total  hours 
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worked  by  the  family  will  likely  increase,  but  the  amount  spent  on  farm  work  will 


p.  10).  Of  course,  some  work  on  the  farm  will  be  viewed  as  recreational  and  will 
be  undertaken  for  its  psychic  benefits. 

Melichar  has  provided  a  recent  analysis  of  the  relationships  between  off- 
farm  earnings  and  the  farm  debt  load  which  further  clarify  the  importance  of 
these  points.    As  he  states  the  case: 


At  the  extremes,  operators  of  the  very  large  farms  have  18 
percent  of  the  debt  but  only  2  percent  of  the  off-farm  income; 
operators  of  the  smallest  farms  owe  only  4  percent  of  the  debt 
but  have  27  percent  of  the  off-farm  income  (Melichar,  p.  8, 
see  his  Table  4  attached). 


For  the  roughly  73  percent  of  U.S.  farms  that  fall  in  the  value-of -sales 
classes  below  $40,000,  net  farm  income  is  not  directly  related  one  way  or  the 


tively  little  farm  debt  and  significant  off-farm  income.  Melichar  points  out  that 
financial  stress  is  likely  to  be  greatest  for  farmers  in  the  sales  classes  between 
$40,000  and  $499,999  with  debt-asset  ratios  above  40  percent.  This  group  repre- 
sents 210,000  operators  (9  percent  of  all  farmers),  owns  assets  equal  to  a  tenth 
of  total  farm  assets,  and  owes  a  third  of  total  farm  debt  (Melichar,  p.  14).  Mel- 
ichar estimates  that  over  half  of  the  heavily  indebted  operators  fall  in  the  sales 
class  of  $40-99,000  (See  his  Table  9  attached). 

This  9roup  of  farmers  most  likely  do  not  have  significant  off-farm  income, 
and  may  face  tough  choices  between  using  family  labor  on  the  farm  vs.  off-farm 
employment.    Both  psychological  and  financial  stress  is  probably  greatest  for  this 
group  of  farmers.    Farm  crisis  counseling  through  extension  services  should  be 
strengthened  to  address  these  needs.    Stimulating  more  off-farm  job  opportunities 
and/or  alternative  cropping  patterns  represent  longer  term  strategies. 


likely  decline.    The  per  hour  value  of  labor  on    the  farm  will  increase  (Johnson, 


other  to  the  farm  debt  crisis.    For  the  most  part,  these  farm  families  have  rela- 
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Variations  by  Types  of  Farm  and  Policy  Implications 

Johnson  argued  that  the  farm  effects  of  off-farm  employment  will  vary  by 
type  of  farm,  rr  ulting  in  the  tendency  to  substitute  capital  for  labor  in  all 
enterprises  for  which  such  substitution  is  possible.    This  substitution  will,  In 
turn,  favor  those  enterprises  requiring  relatively  less  labor  (pp.  10-13).  Hence, 
different  enterprise  mixes  and  different  factor  intensities  may  be  equally  optimal 
depending  on  the  relative  capital  intensities  of  different  farming  enterprises  and 
variations  in  the  stock  of  human  capital  within  the  farm  household. 

This  observation  appears  to  hold  profound  implications  for  future  agricul- 
tural and  rural  development  policy  and  places  a  premium  on  human  capital  invest- 
ments.   First,  the  growing  incidence  of  nonfarm  employment  introduces  the 
opportunity  for  greater  diversity  of  production  methods  and  choice  of  enterprises 
in  U.S.  agriculture.    Thomas  Urban,  Chairman  and  President  of  Pioneer  Hl-B»*ed, 
recognized  that  this  diversity  was  growing  in  his  call  for  a  "New  Social  Contract 
with  Rural  America."    He  called  for  a  rural  development  strategy  based  on  four 
principles: 

1.  Encouragement  and  support  for  technological  innovations; 

2.  Direct  involvement  of  rural  residents  in  the  planning  and  execution  of 
programs; 

3.  Creation  of  well  funded  local  development  and  credit  programs; 

4.  Free  market  pricing  of  our  agricultural  products. 

A  Wisconsin  dairy  farmer  is  just  not  the  same  as  a  Virginia  dairy  farmer 
when  viewed  in  this  context  since  local  institutions,  transportation  systems,  and 
the  structure  of  local  economies  vary  so  sharply.    Therefore,  the  availability  of 
suitable  off-farm  employment  simultaneously  determines  both  the  extent  of  house- 
hold participation  in  off-farm  jobs  and  the  nature  of  the  farming  enterprise 
(Johnson,  p.  13).    In  turn,  the  relative  utilization  of  capital  and  labor  in  non- 
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farm  enterprises  alters  the  labor  interdependence  between  the  farm  and  non-farm 
sectors  and  creates  incentives  for  a  variety  of  capital/labor  ratios  in  each  sector. 

Briefly  stated,  then,  we  should  recognize  that  nonfarm  employment  oppor- 
tunities mean  different  things  to  different  families.    Some  families  use  nonfarm 
income  as  a  means  to  enter  agriculture.    Others  use  it  as  a  means  of  transition 
out  of  agriculture.    For  many  families,  nonfarm  employment  is  not  a  viable  option 
because  of  the  lack  of  marketable  skills  in  the  family,  perhaps  due  to  tack  of 
training,  age  or  disabilities. 

To  these  considerations  must  be  added  the  complexities  of  household  labor 
allocation  between  the  farm  and  nonfarm  sector.    Farm  size,  risk  preferences, 
and  farm  credit  availability  almost  certainly  alter  the  household  members*  desires 
to  participate  in  nonfarm  employment.    For  example,  risk  averse  farmers  may  be 
more  likely  to  participate  in  nonfarm  employment.    They  create  a  more  elastic 
labor  supply  for  the  nonfarm  sector  at  relatively  low  wages.    At  the  same  time, 
the  more  secure  nonfarm  income  stream  should  create  a  more  conducive  environ- 
ment for  adopting  relatively  more  capital  intensive  on-farm  technologies.  There- 
fore, in  the  face  of  growing  uncertainties  facing  agriculture  and  growing  nonfarm 
employment  opportunities,  we  are  likely  to  see  greater  diversity  emerging  in  the 
part-time  farming  sector  of  the  agricultural  economy. 

Specifically,  I  believe  we  are  likely  to  see  transitions  from  traditional  to 
alternative  technological  enterprises  occurring  more  rapidly  and  smoothly  in  those 
parts  of  the  country  where  non-farm  job  opportunities  are  more  prevalent. 
Technical  support  from  research  and  extension  services  must  be  strengthened  to 
assist  in  such  adjustments.    In  areas  such  as  Southwest  and  Southside  Virginia, 
where  tobacco  is  stilt  an  important  cash  crop  and  alternative  cropping  patterns 
are  being  explored,  the  transition  into  new  crops  may  be  impeded  unless  non- 
farm  opportunities  are  available  to  reduce  the  income  risk  associated  with  the  new 
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farm  practices,  marketing  systems,  and  technologies  that  will  be  involved.  In 
other  words,  multi-pronged  strategies  are  required  to  develop  infrastructure  and 
financial  support  for  small  business  and  industry  and  to  insure  broad-based 
research  and  extension  support  from  our  land-grant  colleges  and  universities. 

The  intergenerational  consequences  of  alternative  economic  structures 
should  be  recognized.    Major  community  institutions  are  shaped  in  o*-der  to  pro- 
vide intergenerational  support  for  social  changes  that  affect  the  next  generation. 
Community  support  of  education,  the  judicial  system,  recreational  facilities,  and 
most  long-term  investments  in  social  and  economic  infrastructure  attest  to  this 
objective.    Clearly,  this  concern  holds  implications  for  the  integration  of  farm 
and  non-farm  life  as  well.    That  is,  greater  diversity  of  job  opportunities,  both 
within  agriculture  and  between  the  farm  and  non-farm  sectors,  is  more  likely  to 
provide  for  broader  occupational  choice  and  for  an  appropriate  ladder  of  economic 
opportunity  for  all  members  of  the  community,  especially  low-income  families  and 
minorities.    There  is  a  strong  public  stake  in  the  design  of  an  economic  system 
that  provides  economic  opportunity  for  all. 

Recognition  of  this  public  responsibility  provides  the  most  urgent  rationale 
for  balanced  economic  growth  in  rural  communities.    A  healthy  agriculture 
requires  healthy  communities  to  provide  support  services  and  complementary  job 
opportunities.    Nonfarm  employment  opportunities  make  it  more  likely  that  appro- 
priate technologies  will  be  adopted  because  of  the  reduced  risk  of  the  adoption 
decision.    The  expansion  of  occupational  choice  through  strategies  of  economic 
diversification  helps  provide  a  stronger  ladder  of  opportunity  for  rural  residents. 
It  also  creates  a  "safety  net"  of  opportunities  that  use  a  broader  rang?  of  job 
skills,  thereby  reducing  the  probability  of  being  unemployed.    These  objectives 
can  not  be  readily  achieved  unless  public  policy  encourages  spatially  balanced  job 
opportunities. 
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Government  plays  an  important  role  in  determining  the  rate  of  growth  of 
labor  productivity  in  a  region.    Labor  productivity  can  increase  because  labor  is 
better  trained  and  educated,  because  of  technological  advances  which  enable  a 
given  amount  of  labor  and  capital  to  produce  more  output,  because  of  the  appli- 
cation of  more  capital  per  labor-hour,  and/or  because  labor  is  more  satisfied  and 
motivated.    The  public  sector  affects  labor  productivity  through  each  of  these 
factors. 

The  federal  government  funds  education  and.  training  and  research  in  ways 
which  are  designed  not  to  favor  one  region  over  another,  although  this  education 
and  research  can  affect  different  regions  differently  by  stimulating  certain  indus- 
trial sectors  more  than  others  and  favoring  regions  with  industrial  bases  in  the 
favored  industries.    More  importantly,  the  federal  investments  in  infrastructure 
(for  example,  roads,  water,  sewer,  airports)  increase  the  rates  of  return  to 
capital  in  regions  where  investments  are  made,  stimulating  private  capital  invest- 
ments in  these  regions  which,  in  turn,  will  tend  to  increase  average  labor  pro- 
ductivity in  the  recipient  regions.    Improvements  in  transportation  and  public 
services  that  lower  industries'  operating  costs  are  consistent  with  this  arguement. 

"Local"  government  investments  also  have  a  significant  effect  on  regional 
growth  differentials  as  well.    Differences  in  local  spending  on  education,  local 
infrastructure  and  local  services  can  affect  productivity  by  increasing  the  quality 
of  the  work  force,  by  stimulating  private  investment  and  by  increasing  the  local 
quality  of  life.    Also,  the  induced  effect  of  federal  expenditures  on  local  revenue 
generation  should  not  be  ignored.    Briefly  stated,  government  spending  is  pre- 
sumed to  affect  both  the  quality  of  human  capital  in  the  region  as  investments  in 
education  make  labor  more  productive  and  enable  firms  to  pay  higher  wages,  and 
the  willingness  of  workers  to  live  there  as  government  spending  affects  the  sup- 
ply of  public  goods  in  a  region  and  thus  the  labor  supply  curve. 
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Rural-based,  social  assets  and  infrastructure  provided  by  government 
spending  provide  a  more  secure  environment  for  alternative  technology  adoption. 
Therefore,  it  is  important  that  risk  aversion  be  assessed  within  the  context  of 
these  factors.   Variations  in  types  of  farms  and  types  of  *isk  orientation  will 
affect  the  allocation  of  household  labor  between  farm  and  nonfarm  employment. 
Reduced  risk  stemming  from  greater  off-farm  employment  will,  alter  capital/labor 
ratios  in  both  sectors,  will  provide  more  secure  environments  for  innovative  .nd 
"appropriate"  technology  and,  in  turn,  shoulo  provide  the  basis  for  enhanced 
quality  of  life. 


STRATEGIES  FOR  NCN-FARM  EMPLOYMENT  OPPORTUNITY  GROWTH 
Barkley  recently  observed  that  a  rigid  neoclassical  economic  view  "about 
the  existence  of  13,000  towns  in  which  some  forms  of  capital  have  near  zero 
opportunity  costs"  would  lead  to  the  recommendation  that  some  of  them  be  closed 
and  their  population  moved  to  more  viable  communities  as  Hansen  and  others  have 
recommended.    Barkley  rejects  this  prescription  as  neither  popular  nor  realistic 
and  calls  for  policies  based  on  a  better  understanding  of  human,  institutional, 
and  infrastructural  (social)  capital.   While  BarHley  questions  the  importance  of 
rural  amenities  such  as  fresh  air,  quietness,  and  closer  personal  relationships,  as 
causal  forces  »i  the  population  turnaround  of  the  past  decade,  other  evidence 
appears  to  suggest  that  they  may  represent  very  important  forces,  indeed  (Weber 
and  Deaton). 

Capital  and  amenities  in  my  view  are  the  two  forces,  not  unrelated,  which 
hold  the  key  to  non-farm  employment  growth.    To  a  substantial  degree  amenities 
are  sustained  by  appropriate  public  investments  in  infrastructure.    Rural  ameni- 
ties serve  as  locational  constants  which  help  create  a  favorable  environment  for 
attracting  new  manufacturing  plants  and  stimulating  business  and  industry 
expansion.    Both  capital  and  amenities  are  being  rapidly  altered  by  technological 
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change,  by  the  internationalization  of  the  U.S.  economy ,  and  by  federal  govern* 

me^t  policies.  * 

The  Importance  of  Community  Decisions 

Most  states  are  currently  engaged  in  vigorous  efforts  to  reshape  and  rede-  * 

fine  their  economic  development  efforts  as  new  strategies  appear  to  be  in  order  { 

given  the  structural  changes  that  now  confront  the  U.S.  economy.    The  fervor  of  ; 

these  efforts  is  kindled,  in  part,  by  the  high  stakes  being  pursued  in  an  envi-  ,  > 

* 

ronment  of  intense  and  sometimes  bitter  competition  among  states.    This  competi-  i 

V 

tion  is  also  evident  within  states  as  counties  and  cities  vie  for  new  industry 

through  sometimes  counterproductive  investments  in  infrastructure  and  tax  incen-  .  > 

tivos  that  erode  local  vitality. 

Human  and  institutional  capital  are  essential  ingredients  of  local  economic  .  ' 

develcpment  efforts  to  attract  new  manufacturing  plants  and  promote  local  eco-  t 
nomic  growth.    Such  leadership  helps  organize  local,  state,  and  federal  resources 
that  strengthen  the  community's  appeal.    Applied  research  provides  some  guide-  .  ] 

lines  for  determining  which  decisions  really  count.    Investments  in  industrial  t 
sites  to  develop  water,  sewage,  and  transportation  access  are  critical  incentives 
for  attracting  manufacturing  plants  (Smith,  Deaton  and  Kelch;  Kriesel).  Other 
important  local  investments  of  statistical  significance  in  various  location  studies  A 
inciude  offers  of  industrial  revenue  bonds,  fire  protection  services,  quality  edu- 
cational achievement,,  organized  development  groups,  and  educational  institutions.  < 

Stinson  recently  reviewed  the  rationale  for  the  public  sector's  increasing 
role  in  the  recruitment  process.    First,  offers  of  such  incentives  as  free  land,  4 
low-cost  financing,  specialized  infrastructure,  and  tax  holidays  require  public 
action  (Stinson,  p.  7).    The  public  good  nature  of  industrial  development  activity 
provides  further  justification  for  public  investments  in  order  to  approach  a  more 
socially  optimal  level  of  investment.    Stinson  also  identified  the  public  role  in 
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lowering  information  costs  to  the  private  lector,  and  discussed  the  evolution  that 
has  ©ccured  in  the  permitting  process  and  in  the  assessments  of  economic  impacts 
of  economic  change  (pp.  10-19). 

Institutional  Innovations:    A  Virginia  Case 

In  testimony  presented  before  this  committee  on  June  16,  1983,  I  argued 
that  public  support  was  needed  for  venture  capital  and  entrepreneur-ship  in  order 
to  strengthen  small  business  development  in  rural  areas.    We  have  made  progress 
in  Virginia  toward  realizing  the  benefits  from  such  programs.    I  want  to  share 
with  the  Committee  the  design  and  scope  of  the  Virginia  approach. 

A  new  approach  to  rural  economic  development  it  now  being  put  into  place 
in  Virginia.    This  initiative  is  under  the  auspices  of  the  rural  Virginia  Develop- 
ment  Foundation  (RVDF).    The  RVDF  represents  an  integrated  .pproach  to 
human  capital  deve!opment,  venture  capital,  and  technology  transfer  directed 
toward  pilot  projects  that  add  value  to  agricultural  and  natural  resources  in  rural 
communities.    It  is  designed  to  draw  heavily  on  private  investments  with  minimum 
government  subsidies.    I  want  to  provide  a  brief  synopsis  of  the  objectives  and 
proposed  structure  of  the  RVOF. 

A  Bill  (Senate  Bill  279)  to  establish  the  Foundation  was  passed  by  both 
Houses  of  the  Virginia  Legislature  in  1984  and  was  signed  by  Governor  Charles 
Robb  on  April  10,  1984.    One  of  the  key  philosophies  of  the  Foundation  i,  to 
assist  in  the  development  of  businesses  that  are  compatible  with  a  given  area's 
resource l#  and  with  the  needs  and  desires  of  local  people*  and  local  officials. 
The  objectives  of  the  Foundation  are: 

iL^t^^t  *  $uffi.cient  operating  and  debt  capital  for  new  and 
expanding  small  business  in  rural  Virginia,  and  to  target  investments 
towards  agricultural  and  natural  resource  related  businesses 

2.     To  encourage  the  development  of  a  human  capital  program  that  insures 
the  delivery  of  targeted  and  coordinated  leadership  wd  manpower 
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training  activities.  These  program*  should  be  designed  to  meet  the 
emerging  needs  of  the  rural  businesses,  especially  those  enterprises 
developed  by  programs  initiated  under  the  first  objective. 

3.     To  identify  emerging  needs  and  technological  changes  that  generate 
products  and  services  which  can  be  produced  by  rural  enterprises  in 
Virginia. 

Each  of  these  objectives  will  be  briefly  described. 
Objective  1 :    Role  of  the  Economic  Development  Committee 

The  Economic  Development  Committee  (EDC)  of  the  Foundation  is  charged 
with  the  task  of  creating  access  to  sufficient  operating  and  debt  capital  for  small 
businesses  in  rural  Virginia  and  targeting  investments  award  agricultural  and 
natural  resource  related  businesses.    The  EDC  will  attempt  to  develop  business 
enterprises  based  on  new  products,  new  markets,  and  new  uses  for  existing  pro- 
ducts. 

The  emphasis  of  the  EDC  will  be  on  expanding  "value  added**  activities 
based  on  the  agricultural  and  natural  resource  base  of  local  economies.  The 
approach  will  be  to  build  on  and  further  develop  local  entrepreneurial  capabili- 
ties, management,  and  resources.    Using  the  resources  of  venture  capital  corpo- 
rations, the  risk  of  these  new  ventures  can  be  pooled.    By  complementing  the 
capital  with  technical  and  management  assistance,  overall  risk  will  be  reduced. 

The  EDC  will  further  help  identify  emerging  technological  trends  that  can 
enhance  the  income  position  of  rural  Virginians  by  coordinating  its  activities  with 
the  private  sector,  with  planning  district  commissions,  with  the  colleges  and 
universities  of  the  state/  and  with  the  Virginia  Cooperative  Extension  Service. 
Efforts  will  be  directed  specifically  to  those  business  that  appear  likely  to  pro- 
mote balanced  economic  growth  and  a  healthy  interaction  between  farm  and  non- 
farm  business  sectors.    Food  processing  businesses,  wood  products  industries, 
computer- assisted  marketing  arrangements,  and  other  businesses  that  modify 
existing  resources  to  make  them  more  accessible  to  domestic  and  foreign  markets 
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are  examples  of  ventures  which  the  EDC  will  consider. 

A  major  function  of  the  EDC  will  be  to  establish  one  or  ,nore  for-profit 
venture  capital  corporations  (VEDCORPs).    They  will  provide  loans,  engage  in 
equity  financing,  and  guarantee  loans  to  firms  in  rural  areas  of  the  state.  Spe- 
cial emphasis  will  be  placed  on  providing  support  to  new  entrepreneurs  and  small 
business  ventures,  although  the  needs  of  established  firms  desiring  to  expand 
will  not  be  ignored.    In  addition  to  providing  financial  assistance,  these  VED- 
CORPs, with  assistance  from  the  Foundation,  will  assist  businesses  by  providing 
financial  planning,  general  planning,  and  various  types  of  management  expertise. 

This  venture  capital  approach  is  based  on  the  assumption  that  equity 
fiance  (primarily  for  operating  capital)  is  the  fundamental  aspect  of  an  effective 
financial  support  system  for  small  business  development  (Figure  4).    According  to 
the  Economist,  the  rate  of  return  on  venture  capital  in  the  U.S.  is  in  the  range 
of  50%,  and  the  success  rate  of  the  businesses  they  finance  is  above  70%,  far 
higher  than  initial  expectations.    Clearly,  from  an  economic  perspective,  more 
capital  needs  to  flow  into  the  venture  capital  arena  to  bring  down  these  high 
rates  of  return  and  to  serve  a  broader  spectrum  of  the  development  needs  of  the 
country. 

Like  most  private  venture  capital  companies,  a  working  philosophy  of  these 
VEDCORPs  will  be  to  remove  themselves  from  part  ownership  of  a  given  business 
as  soon  as  the  business  becomes  fully  operational  from  a  profit  point  of  view. 
Thus,  the  VEDCORPs  would  sell  their  common  stock  in  established  businesses  in 
order  that  the  businesses  would  subsequently  be  privately  owned  and  operated 
without  VEDCORP  involvement. 

A  major  leadership  rote  by  the  Foundation  (PVDF)  will  be  required  for  a 
VEDCORP  to  attract  a  sufficient  capital  base.    The  major  support  will  come  from 
local  private  investors,  private  industries,  and  local  governments  and  develop- 
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ment  authorities.  We  anticipate  that  VEDCORPs  will  offer  counties  an  alternative 
means  of  supporting  and  encouraging  local  development  by  allowing  them  to  either 
invest  in,  or  "purchase**  development  assistance  from  a  VEDCORP.    These  funds 
obtained  from  localities  will  be  used  as  equity  capital  by  VEDCORP  to  invest  in 
businesses  in  the  localities.    In  addition,  federal  agencies  will  be  encouraged  to 
provide  funds  through  grants  or  loans  to  the  RVDF.    The  Foundation  will,  in 
turn,  provide  funds  to  the  VEDCORP  in  exchange  for  equity  stock.  Principal 
sources  of  such  funds  may  include  the  Farmers  Home  Administration,  the  Depart- 
ment of  Housing  and  Urban  Development,  and  the  Small  Business  Administration. 

Objective  2:<    Role  of  the  Human  Capital  Development  Committee 

The  second  objective  of  the  Foundation  will  be  the  responsibility  of  the 
Human  Capital  Development  Committee  (HCDC).    The  HCDC  will  pursue  programs 
that  ensure  the  delivery  of  coordinated  leadership  and  manpower  training  activi- 
ties and  efforts.    This  committee  will  encourage  the  development  of  programs 
designed  to  identify  and  train  entrepreneurs,  and  to  upgrade  the  labor  and  man- 
agement skills  needed  to  serve  the  future  economic  needs  of  the  public  and  pri- 
vate sectors  01  the  Commonwealth.    Coordination  with  existing  state  and  federal 
agencies  will  be  emphasized,  and  the  resources  of  Virginia's  four  year  colleges 
and  universities  and  community  colleges  will  be  utilized. 

The  HCDC  will  improve  quality  of  iife  directly  by  increasing  investment  in 
human  capital  and  indirectly  by  increasing  the  productivity  of  the  labor  and  man- 
agerial forces  thereby  increasing  the  value  of  labor  and  wages.    The  committee 
will  identify  and  coordinate  relevant  aspects  of  existing  human  capital  programs 
as  well  as  initiate  new  programs  designed  to  promote  the  objectives  of  the  RVDF, 
particularly  efforts  to  promote  entrepreneural  identification  and  training. 

This  committee  will  coordinate  managerial  and  manpower  training  programs 
that  improve  efficiency  and  productivity  in  the  private  sector  and  promote  capac- 
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ity  building  development  of  local  governments.    Systematic  efforts  will  be  under- 
taken to  upgrade  the  quality  of  human  capital  by  targeting  training  programs 
toward  the  emerging  needs  of  local  governments,  business,  and  industry.  A 
program  of  entrepreneural  identification  will  be  undertaken  in  conjunction  with 
colleges  of  agriculture  and  programs  of  human  resource  development,  business 
administration,  engineering,  public  administration,  and  planning. 

Objective  3:    Role  of  the  Resources  Coordinating  Committee 

The  Resources  Coordinating  Committee  (RCC)  will  be  responsible  for  the 
third  objective.  The  Committee  will  identify  emerging  needs  and  technological 
changes  that  generate  products  and  services  which  can  be  produced  by  rural 
enterprises.  The  RCC  will  maintain  dose  coordination  with  the  Virginia  Rural 
Development  and  Capacity  Building  Council,  state  agencies,  local  governments, 
planning  district  commissions,  the  Agribusiness  Council,  state  and  local  chambers 
of  commerce,  and  other  private  organizations  and  groups. 

The  RCC  will  be  aided  by  ad  hoc  task  forces  designed  to  identify  prob- 
lems, develop  alternative  approaches  to  their  solution,  and  generally  serve  in  a 
"think-tank"  capacity  to  deal  with  the  emerging  needs  of  rural  communities. 
Members  of  the  "tiiink-Unks"  will  be  individuals  who  are,  through  experience, 
academic  training,,  or  self-study,,  committed  to  examining  creative,  new 
approaches  to  economic  change,  community  development  and  improved  quality  of 
life.    The  RCC  will  direct  the  "think-tanks"  in  such  a  manner  that  they  support 
related  efforts  of  the  RVDF. 

The  RCC  will  draw  on  volunteer  oroups  and  private  agencies  to  gain 
insight  into  new  approaches  to  problem-solving  that  are  based  on  grass-roots 
involvement.    Extension  programs,  community  colleges  and  other  educational 
institutions  may  provide  useful  and  practical  applications  of  knowledge.  Emerging 
technology  for  new  rural  business  and  industry  can  be  identified  and  production 
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schemes  established.  This  economic-educational  linkage  will  serve  to  enhance  the 
economic  and  social  interests  of  rural  areas. 

The  RCC  will  function  as  a  collector,  disseminater,  and  medium  for  infor- 
mation and  ideas.    The  committee  will  collect,  evaluate,  project  and  disseminate 
information  through  its  task  forces.    These  task  forces,  in  turn,  will  attempt  to 
systematically  obtain  information  on  pilot  projects  and  experimental  efforts  that 
may  prove  successful  in  rural  Virginia.    As  the  RVDF's  extension  arm,  the  RCC 
will  disseminate  information  relating  to  enterprise  and  human  development.  And 
finally,  it  will  serve  as  a  medium  for  transmitting  ideas  and  information  which 
should  be  shared  with  various  agencies  of  federal,  stale,  and  local  governments. 
The  intent  is  to  give  life  and  energy  to  innovative  ideas  and  apply  knowledge 
gained  from  experimental  efforts. 


A  distinctive  aspect  of  rural  development  is  its  targeted  focus  on  the  parti- 
cular needs  of  rural  people,  their  communities,  and  their  specific  socio-economic 
circumstances.    In  these  concluding  thoughts,  I  want  to  call  attention  to  the  need 
for  targeting  economic  objectives  to  improve  life  quality  for  the  economically 
disadvantaged  and  to  address  the  hard-core  economic  problems  of  rural  areas, 
particularly  in  view  of  the  recent  increases  in  poverty  being  revealed  (Southern 
Regional  Council,  North  Central  Regional  Center  for  Rural  Development).  After 
years  of  convergence  in  poverty  rates  between  metro  and  non-metro  areas,  the 
recent  divergent  trends  threaten  to  become  more  accentuated  (Figure  1). 


The  intensive  human  capital  skills  that  are  emerging  as  principal  require- 
ments of  the  economy  may  further  hamper  the  ability  of  the  poor  to  fully  partici- 
pate in  and  benefit  from  economic  changes.    Designing  policy  strategies  that 
increase  their  chances  of  improvement  will  require  concerted  state  and  local  initi- 
atives with  federal  support  for  equalization  of  opportunities.    This  section  will 
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briefly  outline  four  strategies  that  may  be  useful  to  state  and  local  government 
initiatives  as  a  basis  for  promoting  quality  economic  development.  Hopefully, 
appropriate  federal  support  for  the  strategies  will  be  sustained  as  well. 

1.     Develop  a  high-quality  educational  system  at  all  levels. 

The  most  fundamental  incentive  for  quality  economic  development  is  a 
state's  educational  quality.    The  federal  responsibility  in  this  area  must  be  main- 
tained and  even  strengthened.    A  strong  public  education  system  is  the  touch- 
stone of  our  democratic  tradition,  in  my  opinion.    The  direct  effects  of  a  more 
productive,  motivated  labor  force  are  less  important  than  the  longer  term  benefits 
of  producing  quality  decisionmakers.    In  a  democratic  society,  knowledge  is  used 
to  choose  and  discriminate  among  economic  alternatives  and  to  build  social  institu- 
tions that  support  productive  enterprise.    The  state's  educational  system  should 
address  lifelong  educational  needs  through  both  formal  and  informal  approaches. 
This  aspect  of  social  and  economic  development  undergirds  the  remaining  three 
points  discussed  below. 


2.     Use  scientific  knowledge  to  build  on  the  state's  comparative  advantage. 

Rather  that  blindly  Pursuing  some  vaguely  defined  notion  of  "high-tech" 
industrial  growth,  state  governments  should  promote  application  of  the  most 
advanced  scientific  knowledge  within  those  industries  that  currently  represent  a 
significant  part  of  the  state's  economy.    Developing  creative  partnerships  between 
state  government,  universities  and  the  private  sector  is  an  important  component 
of  this  strategy  in  order  to  insure  that  existing  knowledge  is  successfully 
extended  and  applied  and  that  new  knowledge  is  generated  in  response  to  social 
needs.    New  institutional  arrangements  may  be  necessary  to  effectively  bring  this 
about. 
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State  governments  should  recognize  that  a  comparative  advantage  is  usually 
held  by  those  industries  which  currently  play  major  roles  in  their  states'  econo- 
mies.   Also,  scientific  developments  are  occurring  across  a  broad  range  of  con- 
ceptual fields.   Many  of  these  hold  significant  implications  for  even  the  most 
traditional  industries  in  the  state. 

Small  prctotye  plants  established  around  scientifically-based,  experimental 
designs  have  the  potential  of  rapid  growth  and/or  wlJespread  application  jn 
existing  industry.    Scientific  knowledge  is  essential  to  upgrade  technologies  in 
such  sectors  as  agriculture,  chemical  processing,  forest  products,  and  textile  and 
fabrics  in  order  to  preservo  their  competitiveness  under  international  economic 
pressures.    During  the  interim,  state  support  in  the  form  of  low-interest  loans 
and/or  direct  equity  investments  may  be  justified. 

This  process  ot  scientific  application  should  not  be  limited  to  the  natural 
and  physical  sciences.    Social  science  contributions  may  be  even  more  significant 
for  promoting  economic  efficiency  and  avoiding  high  social  costs.    Social  science 
disciplines  create  new  knowledge  of  management-worker  relationships,  productiv- 
ity,  community-industry  interaction,  family  functioning,  and  institution-building 
-  al   of  which  may  play  vital  roles  in  stimulating  industrial  productivity  and 
creating  a  favorable  environment  for  quality  economic  growth.    Social  science 
analyses  have  been  conducted  to  determine  impacts  of  economic  change.  Such 
applications  help  avoid  undesirable  economic  alternatives  and  support  sound 
growth  objectives. 

3.     Create  a  venture  capital  capability  that  wiM  target  specific  regions  and  jec- 
tors  of  the  state's  economy . 

Venture  capital  is  an  American  success  story.    The  high  rate  of  economic 
viability  among  businesses  supported  by  venture  capital  and  the  financial  returns 
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to  equity  owners  in  venture  capital  firms  attest  to  this  success.    The  ability  of 
venture  capital  firms  to  provide  a  unique  mix  of  capital  needs  and  management 
expertise  to  new  and  existing  firms,  often  associated  with  innovative  entrepre- 
neurial efforts  appears  to  be  the  secret.   Venture  capital  and  entrepreneurial 
support  programs  can  revitalize  the  economy  by  promoting  more  widespread  own- 
ership of  equity  capital. 

State  governments  are  in  a  position  to  develop  creative  public-private  sec- 
tor partnerships  to  meet  this  need.    In  addition,  the  involvement  of  state 
governments  provides  ar.  opportunity  to  guide  the  efforts  of  such  firms  towards 
the  hard-core  areas  of  the  economy  where  chronic  unemployment  and  persistent 
poverty  continue  to  impede  progress  toward  a  quality  society. 

The  evidence  seems  clear  that  the  spirit  of  entrepreneurship  is  sufficient  to 
support  significant  growth  in  small  business  in  most  states.    Public  efforts  may 
be  needed,  however,  to  identify  these  entrepreneurs  and  to  develop  and  provide 
programs  of  training,  product  development,  and  related  business  support.  Land 
nrant  colleges  and  universities  should  be  major  actors  in  this  process.  The 
example  discussed  above  of  the  Rural  Virginia  Development  Foundation  is  illustra- 
tive of  the  potential  in  this  area. 

4.     New  institutional/administrative  designs  are  needed  to  coordinate  the  Interre- 
lated functions  of  capital  investrient,  applications  of  scientific  knowledge, 
and  development  of  human  capital . 

Coordination  among  levels  of  government  and  between  public  and  private 
sectors  has  been  emphasized.    New  forms  of  administrative  efforts  and  institu- 
tional design  must  be  continually  developed,  monitored,  and  evaluated.    A  spirit 
of  experimental  innovation  should  be  promoted,  not  in  a  frivolous  waste  of  always 
scarce  resources,  but  in  an  attempt  to  discover  new  social  designs  that  effec- 
tively address  seemingly  intractible  economic  and  social  problems. 

Conflicts  over  basic  constitutional  matters  are  likely  to  arise.   We  have 
seen  the  beginning  of  such  issues  in  Florida,  North  Carolina  and  Virginia  as  the 
question  12  debated  of  the  appropriateness  of  state  and  local  government  partici- 
pation as  equity  owners  in  state-directed  investment  funds.    These  constitutional 
issues  strike  at  the  basic  foundations  by  which  society  continually  reshapes  its 
economy.    The  judicial  system  )s  likely  to  play  an  even  more  visible  role  in 
future  state  economic  development  efforts. 
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Table  4 


Estimated  percentage  distribution  of  fan  operators 
and  their  assets,  debt,  and  off-farm  income, 
by  si st  of  fan,  January  I,  1984 


Size  of  farm  j 

Annual  value  of  I 
farm  products  1 
sold  (thousands  j 
5f  dollars)  | 

Operators 

Assets 

Debt 

Off- farm 
income 

All  farms  

100 

too 

100 

100 

500  and  over. . . . 

:00  to  499  

:00  to  199  

-»0  to  99  

20  to  39  

'.0  to  19  

2.5  to  4.9  

'-'nder  2.5  

I 
3 
7 
16 
11 
12 
13 
14 
23 

10 
13 
16 
22 
10 
3 
6 
6 
3 

18 
18 
21 
22 
7 
5 
3 
2 
4 

2 
3 
5 
10 
9 
12 
16 
16 
27 

Operators,  assets,  and  debt  are  as  of  January  1,  1984,  estimated  as 

described  in  the  note  to  Table 
Off-farm  income  data'  are  USDA  estimates  for  1983,  from  EES  ECIM  3-3,  p  89 


Source:  Melichar 
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Table  9 

Estimated  percentage  diatributioa  of  operators  aod  Kheir  debt  and  aasets 
on  faras  with  annual  selea  fro*  $40,000  to  $499,999, 
by  relative  debt  level  and  aire  groups,  January  I,  19S4 

 1  ;  

Size  of  farm                               I  Ratio  of  far*  operator  debt  to  esaets 

!  (percent) 
Annuel  value  of  fane  products  I 

sold  (thousands  of  dollars)         I  Little  or     Moderate        Heavy  Total 

I  no  debt          debt  debt 

!  (0-10)        (11-40)    (41  sod  over) 

 I  

All  fares  in  this  group:  Percent age  of  tote! 

Operatora   32  35  33  100 

Asasts   36  38  27  100 

Debt   4  32  64  100 

Operators,  percentage  of  total  in  sits  class 

Urge  (200  to  499)   22  35  43  100 

Mid-sited  (100  to  199)   26  38  36  100 

Snail  (40  to  99)   38  33  30  100 

Operators,  percentage  of  total  in  debt  class 

Large  (200  to  499)                                  8  13  16  13 

Mid-sited  (100  to  199)                          22  31  30  28 

Small  (40  to  99)                                   69  56  54  60 

100  100  '  190  100 

See  note  to  Table  3. 

Source:   Melichar         ....  - 
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Senator  Abdnor.  Well,  thank  you,  Mr.  Deaton.  I'm  extremely 
pleased  to  tell  the  panel  that  Senator  D'Amato,  a  member  of  the 
Joint  Economic  Committee  from  New  York,  has  been  a  very  active 
participant  in  our  program.  He  has  just  arrived  and  let  me  tell 
you,  Senator,  this  is  an  excellent  panel. 

I  took  advantage  of  South  Dakota.  Senator  D'Amato  was  out  at 
Rapid  City  with  me  last  summer  and  even  tried  trout  fishing,  John. 

Mr.  Howard  is  in  the  packing  plant  business  in  Rapid  City  and 
relies  heavily,  of  course,  on  agriculture. 

Mr.  Cope  comes  from  the  other  corner  of  the  State,  the  south- 
east, and  is  in  the  manufacturing  business  and  has  been  for  a 
number  of  years.  He  has  pointed  out  very  vividly  that  up  to  a 
couple  ofyears  ago  25  percent  of  his  business  was  in  the  export 
market.  The  export  market  has  deteriorated;  and  this  has  had  a 
great  devastating  effect  on  his  business. 

Mr.  Tweeten  and  Mr.  Deaton— one  is  from  Oklahoma  State  and 
the  other  is  from  VPI— have  been  before  us  before,  with  fine  re- 
sults. We  have  had  some  great  information  today  from  a  cross-sec- 
tion and  I'm  really  happy  they  are  here. 

Senator  D'Amato.  Well,  Mr.  Chairman,  you  have  taken  a  great 
leadership  role  in  attempting  to  focus  on  rural  America  and  the 
problems.  Of  course,  as  Mr.  Tweeten  has  pointed  out  agriculture  is 
New  York  State's  No.  1  industry*  I  guess  most  Americans  just  don't 
realize  that;  440,000  people  are  employed  directly  or  indirectly  in 
agricultural  activities  in  New  York 

Tii „  beauty  of  your  State  is  obviously  enhanced  as  a  result  of  the 
great  economic  strength  that  the  agricultural  agribusiness  brings 
tr  It  Of  course,  the  problems  are  complex,  manifold,  and  I  certain- 
ly compliment  you  and  thank  the  members  of  the  panel  for  giving 
testimony  today.  I  have  not  had  an  opportunity  to  be  here  to  hear 
all  of  it,  but,  certainly,  my  staff  will  be  reviewing  it. 

Mr.  Cope,  as  you  have  indicated,  it  is  very  frustrating  to  have 
lost  a  substantial  part  of  your  business  as  a  result  of  the  exports 
drying  up. 

Added  to  that,  in  my  State,  and  I  would  imagine  in  your  State, 
we  suffer  a  loss  of  market  from  those  who  dump  agricultural  prod- 
ucts into  our  traditional  marketplaces  right  here  in  the  country. 
Our  local  farmers  cannot  compete.  The  Canadians  deny  any  dump- 
ing activity.  But  I  don't  know  how  you  can  continue  to  plow  up 
more  acres— and  that's  what  they're  doing  in  Canada— for  vegeta- 
ble crops,  selling  their  potatoes,  I  think,  at  $4.00  a  hundredweight, 
and  they're  only  losing  a  dollar  a  hundredweight. 

Now  how  could  you  do  that?  And  why  would  you  be  doing  it 
more  and  more?  Of  course,  it's  knocking  our  farmers  right  out  of 
business. 

I  saw  you  grabbing  your  microphone,  so  you  have  probably  had  a 
similar  experience. 

Mr.  Howard.  We  were  talking  earlier  about  the  packing  indus- 
try. The  hogs  are  brought  in  from  Canada  into  South  Dakota,  and 
strictly  because  of  the  currency  values,  the  Canadians  are  able  to 
sell  and  make  a  good  profit  at  a  price  that  the  domestic  South 
Dakota  producers  are  unable  to  match,  so  the  producer  is  unable  to 
compete. 
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Senator  Abdnor.  I  can  add  to  that.  Wt  penned  a  recent  budget 
resolution,  but  it  just  makes  assumptions.  It  doesn't  mean  the  Api- 
culture Committee  has  to  follow  the  overall  dollar  figure,  but  it 
was  pretty  well  set  out.  Anyway,  I  guess  it  has  to  be  because  there 
are  no  dollars  in  the  budget  for  it  It  isn't  necessary.  As  you  know, 
we  have  huge  holdings  in  grain  in  the  CCC.  Something  Hke  8  or  9 
billion  or  more.  The  discrepancy  in  our  dollar,  and  in  many  cases 
in  Europe,  direct  subsidies  are  knocking  things  but  of  the  export 
market. 

The  administration  has  agreed  to  put  between  $2.5  billion  and  $4 
billion  in  to  what  you  might  call  an  export  pick* 

Now  how  that  is  going  to  go  over,  I  don't  know,  but  I  got  into 
quite  a  conversation  a  few  days  ago  with  Cargill,  who  dfdn  t  agree 
with  me,  but  we  temporarily,  at  least,  took  back  the  wheat  flour 
business  from  France  that  had  taken  over  that  business  from 
Egypt.  On  this  one  sale,  almost  a  year's  supply,  the  Trade  Ambas- 
sador at  that  time,  Mr.  Brock,  told  me  just  to  watch.  He  wouldn't 
tell  me  what  was  happening,  but  as  soon  as  it  was  announced  that 
we  had  made  the  sale,  we  supplemented  the  two  .companies  that 
made  the  sale  with  almost  free  grain,  if  you  want  to  call  it  that, 
out  of  the  CCC. 

It  doesn't  make  for  good  relations  between  countries,  and  I  sup- 
pose the  State  Department  frowned  on  it,  but  the  heck  with  the 
State  Department  

Senator  D'Amato.  Oh,  I  agree  with  you  there,  Mr.  Chairman. 

Senator  Abdnor.  I  don't  .know  what  we  could  do  for  your  type  of 
equipment  in  the  PIK  program,  but  that  is  the  kind  of  thing  we  are 
going  to  have  to  do  to  get  the  dollar  down.  Hopefully,  we  did  some- 
thing last  week  that  might  be  the  first  step.  You  said  we  ought  to 
have  a  $50  billion  cut  over  4  years.  We  have  done  a  little  Better 
than  that  over  3,  but  that's  as  far  as  we've  gone,  and  the  1986, 
1987,  1988  budget  proposal  which  comes  close  to  $297  billion.  The 
House  and  Senate  will  probably  get  together  on  something.  They're 
talking  that  figure  in  the  House. 

Whatever  we  come  out  with,  I  hope  it  is  going  to  take  care  of  one 
of  our  problems,  but  we  will  try  to  get  the  financial  markets  in 
line,  so  we  can  have  some  decent  interest  rates  and  maybe  in  time 
the  dollar  will  come  down. 

They  tell  me,  Jim,  the  problem  is  that  if  the  dollar  drops  too  fast, 
we  would  lose  all  the  dollars  that  have  been  brought  into  the  coun- 
try to  finance  our  deficit  in  Government  Believe  that  or  not. 

Mr.  Cope.  Senator,  where  are  they  going  to  go?  Where  are  they 
going  to  go  in  the  volume  of  money  that  we're  talking  about?  There 
isn't  any  place  else  in  the  world  for  them  to  go. 

Senator  Abdnor.  You've  got  one  guy  completely  on  your  side. 

Senator  D'Amato.  Mr.  Chairman,  I  agree  with  Mr.  Cope.  I  think 
we  pay  too  much  attention  to  this  business  about  driving  the  dol- 
lars away,  because  where  are  they  going  to  go?  Are  they  going  to 
invest  in  Russia— in  the  Soviet  Union?  What  free  marketplace  can 
give  them  the  guarantee  that  we  continue  to? 

Mr.  Cope.  Senator,  I  think  that  what  we  fail  to  see,  without  look- 
ing at  the  motivation  of  why  these  foreigners  are  investing  in  this 
country,  is  the  things  we  take  for  granted— the  stability,  the  safety 
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of  the  investment  and  the  question,  to  my  mind,  at  least,  is  very 
simple.  Where  else  can  they  go?  Sure,  some  dollars  will  leave. 

Senator  D'Amato.  Mr.  Chairman,  I  have  an  opening  statement  I 
would  like  to  enter  into  the  record. 

Senator  Abdnor.  Fine.  Without  objection,  it  will  be  made  a  part 
of  the  record  at  this  point. 

[The  written  opening  statement  of  Senator  D'Amato  follows:] 
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Written  Opening  Statement  op  Hon.  Alfonse  M.  D'Amato 

MR.  CHAIRMAN/  I  THANK  YOU  FOR  CONDUCTING  THIS  TIMELY 
HEARING.   AS  YOU  KNOW,  RURAL  AMERICA  IS  IN  TROUBLE.  ALTHOUGH 
MANY  URBAN  AREAS  HAVE  SUCCEEDED  IN  COMING  OUT  OF  THE  RECESSION 
OF  THE  LATE  1970S  AND  EARLY  1980S,  RURAL  AMERICA  HAS  NOT  BEEN 
AS  FORTUNATE.  OPPORTUNITIES  IN  FARM  COMMUNITIES  HAVE  DWINDLED 
AS  FARMING  HAS  BECOME  MORE  MECHANIZED  AND  THE  NEED  FOR 
MANPOWER  HAS  DECREASED.  NOT  FINDING  EMPLOYMENT  IN  THEIR  LOCAL 
COMMUNITIES,  THESE  MEN  AND  WOMEN  TURN  TO  THE  URBAN  AREAS  FOR 
EMPLOYMENT  OPPORTUNITIES. 

RECENT  STATISTICS  INDICATE  THAT,  OVER  THE  PAST  FIFTY 
YEARS,  THERE  HAS  BEEN  A  DRASTIC  CHANGE  IN  DEMOGRAHPICS  IN  THE 
UNITED  STATES.  DURING  THE  1930'S,  NEARLY  25%  OF  ALL  AMERICANS 
LIVED  ON  FARMS.  TODAY,  LESS  THAN  3X  OF  AMERICANS  LIVE  IN 
FARMING  COMMUNITIES.  THESE  FACTORS,  COUPLED  WITH  THE  FINANCIAL 
DIFFICULTIES  THAT  MANY  OF  OUR  NATION'S  FARMERS  ARE  CURRENTLY 
FACING,  PAINT  A  VERY  BLEAK  FUTURE  FOR  RURAL  AMERICA. 

WE  CAN  TURN  THINGS  AROUND,  HOWEVER.  THE  SENATE  HAS 
FINALLY  ACTED  ON  THE  1986  BUDGET.  HOPEFULLY,  THE  HOUSE  WILL 
ACT  EXPEDITIOUSLY  SO  THAT  WE  WILL  REDUCE  THE  DEFICIT  BY  AT 
LEAST  $55  BILLION  WHILE  MAINTAINING  WORTHWHILE  PROGRAMS,  SUCH 
AS  THE  FARMERS  HOME  ADMINISTRATION,  THAT  HELP  PROMOTE  ECONOMIC 
DEVELOPMENT  IN  RURAL  COMMUNITIES.  WE  CANNOT  STOP  NOW  --  WE 
NEED  TO  KEEP  OUR  ECONOMY,  BOTH  URBAN  AND  RURAL,  STRONG. 

THANK  YOU,  MR.  CHAIRMAN. 
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Senator  D'Amato.  Doctor,  you  were  going  to  say  something? 
Mr.  Tweeten.  Well,  I'd  like  to  say  something  about  the  overval- 
ued dollar. 

An  economist  by  the  name  of  Bergsten  recently  estimated  the 
dollar  is  overvalued  40  percent,  and  a  number  of  the  mayor  econo- 
metric models  show  a  similar  figure. 

Senator  D'Amato.  Forty  percent? 

Mr.  Tweeten.  Forty  percent.  That  means,  basically,  that  agricul- 
tural exports  and  other  exports  are  taxed  40  percent  and  imports 
are  subsidized  40  percent.  Our  farmers  find  it  difficult  competing 
on  that  basis. 

Now  as  to  the  safe  haven,  I  would  object  very  strongly.  I  think 
the  United  States  now  is  one  of  the  most  unsafe  places  in  the 
whole  world  to  put  your  money,  because  with  that  overvalued 
dollar,  investors  could  lose  trillions  of  dollars  very  quickly. 

Senator  D'Amato.  Wait,  wait,  wait.  Admittedly,  economics  was 
not  my  strong  suit  in  college,  and  some  would  say  it  is  still  not  my 
strong  point  the  way  I  have  managed  my  portfolio  over  the  years, 
but  how  do  you  arrive  at  the  fact  that  it  is  not  a  safe  place? 

Mr.  Tweeten.  Because  the  dollar,  as  I  say,  according  to  a 
number  of  estimates,  is  overvalued  by  40  percent.  But  may  be  an 
overshoot  when  the  correction  is  made  to  a  lower  value  of  the 
dollar. 

Senator  D'Amato.  In  other  words,  you're  saying  the  dollar  will 
drop. 

Mr.  Tweeten.  There  are  3  trillion  American  dollars  invested  by 
foreigners  in  Eurodollars  and  in  the  United  States.  That  could  drop 
by  50  percent,  and  a  $1.5  trillion  loss  is  not  a  small  amount. 

Senator  D'Amato.  Wait,  wait.  You're  making  it  jump,  Doctor. 
You  have  to  take  it  easy  with  me.  How  are  you  going  to  lose  $1.5 
trillion? 

Mr.  Tweeten.  By  a  drop  in  the  value  of  the  dollar  by  50  percent. 
I  am  not  saying  when  it  is  going  to  hap*>en. 

Senator  D'Amato.  Well,  let's  say  that  over  a  period  o\  time  the 
dollar  begins  to  drop  in  value.  OK.  But  now  you're  saying  someone 
is  going  to  lose  a  lot  of  money  if  that  happens. 

Mr.  Tweeten.  Yes;  they  could  lose  $1.5  trillion,  or  they  could  get 
very  wealthy,  if  they  would  just  switch  to  the  mark  or  yen  or  gold 
or  diamonds  or  almost  any  currency  other  than  the  dollar. 

Senator  D'Amato.  But  you're  not  really  suggesting  that  every- 
body has  it  in  the  dollar  market?  The  daily  transactions  of  the 
value  of  the  yen  and  the  dollar,  et  cetera.  Most  of  that  $1  trillion  is 
invested  in  what?  Short  term?  Long-term  obligations?  Others? 

So  you  could  not  accomplish  that  kind  of  switch,  where  you  have 
that. 

Mr.  Tweeten.  Once  the  value  of  the  dollar  begins  to  fall,  there 
may  be  panic.  That's  why  the  value  of  the  dollar  could  fall  much 
further  than  economic  considerations  alone  would  suggest  that  it 
ought  to  fall. 

The  way  to  get  a  softer  landing  and  an  orderly  adjustment  out  of 
the  dollar  is  to  make  macroeconomic  corrections  immediately.  The 
Federal  Government  needs  to  demonstrate  that  it  has  control  over 
the  budget  and  set  up  a  credible  program  to  move  toward  a  bal- 
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anced  budget  in,  I  would  say,  4  years.  Then  we'll  get  less  chance  of 
panic. 

I  would  say  right  now  the  dollar  is  a  highly  risky  currency  for 
investment  by  foreigners. 

Mr.  Cope.  You  are  talking  about  a  risk  based  on  the  probability 
that  it  may  decline  somewhat  in  value.  The  kind  of  risk  I  was  talk- 
ing about  earlier  is  the  risk  of  total  loss. 

Mr.  Tweeten.  Is  the  German  mark  in  danger  of  collapsing?  Is 
the  Japanese  yen  in  danger  of  collapsing?  Is  gold  in  danger  of  col- 
lapsing? Diamonds? 

Mi.  Cope.  Let's  talk  about  gold.  The  price  of  gold  went  from  $800 
to  around  

Mr.  Tweeten.  The  same  thing  could  happen  to  the  dollar,  but 
when  the  dollar  begins  to  fall,  gold  will  go  up,  so  you  want  to  con- 
vert dollars  into  gold. 

Senator  D'Amato.  Wait;  wait;  let  me  ask  you  something.  Are  you 
really  suggesting,  for  example,  that  the  deutsche  mark  is  sounder 
than  the  American  dollar? 

Mr.  Tweeten.  If  I  were  putting  my  money  into  a  currency  for 
the  next  5  years,  I  would  put  it  in  the  mark  rather  than  the  dollar. 

Senator  D'Amato.  But  people  are  not  buying  currency,  Doctor. 
You  are  assuming  that  people  are  speculating  in  currency,  and 
they're  not. 

Mr.  Tweeten.  People  are  buying  stocks,  bonds,  Treasury  bills, 
and  farmland. 

Senator  D'Amato.  Let  me  just  suggest  something  else.  Talking 
about  the  Japanese  yen,  who  is  running  a  bigger  deficit  based  on 
the  GNP  and  all  the  other  indicators?  The  Japanese  or  the  Ameri- 
cans? 

Mr.  Tweeten.  That's  not  the  only  consideration.  The  Japanese 
deficit  is  not  as  serious  because  their  saving  rate  and  the  productiv- 
ity gains  are  much  higher. 

Senator  D'Amato.  Well,  you  know,  I  want  to  suggest  to  you  that 
their  productivity  is  because  we  are  running  a  trade  policy  based 
upon  national  security  and  convenience.  The  bureaucrats  at  the 
Sfate  Department  have  become  aficionados  and  have  become  abso- 
1  te  propagandists,  in  certain  cases,  for  lots  of  the  countries  in  the 
aesk  that  they  man,  have  forgotten  America. 

Believe  me  I  am  not  suggesting  that  we  didn't  need  healthy  com- 
petition, but  we  have  moved  to  correct  old  antiquated  industries 
and  production  practices,  and  excessive  demands  in  terms  of  wages 
and  fringe  benefits,  et  cetera  Notwithstanding  everything  we  do, 
you  can't  compete. 

I  have  manufacturers  who  have  modernized  and  still  say  they 
can't  compete  with  an  economy  where  somebody  is  paid  35  cents  an 
hour.  My  farmers  can't  compete  against  the  subsidization  of  crops, 
et  cetera,  by  the  French  and  the  Canadians,  and  others.  They  just 
can't  do  it.  So  I  think  we'd  better  recognize  that  there  are  some 
problems  there  as  well. 

This  free  trade  business,  closing  our  eyes  to  the  foreign  govern- 
ments and  their  practices  in  their  industries,  we  just  can  t  make  it 
I  don't  think  I  am  a  protectionist,  but  TU  tell  you  this:  I  will  prob- 
ably be  voting  for  a  lot  of  protectionist  measures  unless  I  see  some 
changes.  The  Japanese  come  in  and  say,  "Oh,  we're  going  to  let 


ERIC 


728 


you  sell  into  our  telecommunications  industry."  What  percentage? 
The  whole  industry  is  only  $4.5  billion,  so  maybe  they'll  let  us  sell 
20  percent,  and  we're  supposed  to  say  "wonderful/'  because  we 
have  now  brought  home  a  contract  for  $800  million  or  $1  billion? 

It  doesn't  satisfy  this  senator,  and  I  don't  see  us  addressing  that. 

But  Mr.  Chairman,  I  have  never  seen  such  a  spirited  panel. 

Senator  Abdnor.  Let  me  bring  in  another  man.  Mr.  Deaton,  you 
have  been  sitting  there.  You  must  have  some  thoughts  on  this, 

Mr.  Deaton.  Well,  I  must  say,  Mr.  Tweeten's  comments  took  me 
a  little  bit  by  surprise  by  saying  the  United  States  is  maybe  one  of 
the  more  vulnerable  economies  of  the  world  in  terms  of  invest- 
ment. I  would  take  a  different  implication  of  the  amount  of  foreign 
investment  coming  into  the  United  States.  If  we  assume  that  the 
world  capital  markets  are  working  fairly  well— and  we  must 
assume  that  the  United  States  looks  fairly  attractive  to  a  lot  of  in- 
vestors around  the  world — I  think  that  we  cannot  overemphasize 
the  importance  that  foreign  investments  hold  for  rural  economies 
in  this  country. 

My  impression  is  that  it  may  be  particularly  accentuated  in  the 
South,  where  some  States,  such  as  South  Carolina,  their  nuyor 
manufacturing  investments  over  the  last  5  to  10  years  have  been 
foreign  capital  investments.  Throughout  the  South,  the  foreign 
sector  is  becoming  increasingly  important,  and  I  believe  this  holds 
significant  implications  for  the  way  we  design  our  own  educational 
system  to  take  advantage  of  the  direction  that  our  national  econo- 
my is  moving  in. 

Specifically,  I  think,  in  addition  to  the  increased  technical  educa- 
tion that  deals  with  this  "high  tech  world'*,  we've  got  to  place  em- 
phasis on  language  training  at  the  primary  and  secondary  level  of 
education  and  on,  of  course,  international  relations  and  on  a  more 
broadbased  liberal  arts  view  that  is  integrated  with  our  technical 
educational  system. 

And  I  think  this  could  do  more  to  help  alleviate  some  of  our  real 
hardcore  problems  of  poverty  that  we  nave  been  dealing  with  so 
long,  because  even  when  we  go  to  the  most  rural  areas  of  the  coun- 
try, small  country  banks  eue  dealing  intimately  with  the  world 
economy.  It  takes  a  level  of  sophistication  to  participate  in  that, 
that  a  full  system  should  be  providing.  And  I  believe  this  is  a  case 
where  some  leadership  at  the  national  level  could  be  very  effective 
in  elevating  the  extent  to  which  these  rural  areas  can  participate 
in  that  rural  economy,  because  it  is  an  economy  that  is  more  com- 
plex. And,  as  I  indicated  earlier,  more  information  based,  in  a 
sense. 

Senator  Abdnor.  Well,  before  we  get  off  the  subject,  let  me  ask 
Mr.  Howard  about  the  practical  side  of  running  a  business.  How 
does  it  look  to  you  on  this  subject  of  the  dollar? 

Mr.  Howard.  Well,  Senator,  as  far  as  the  value  of  the  dollar 
with  respect  directly  to  our  company,  we  are  competing  directly 
against  foreign  imports.  An  example  that  I  was  talking  about  earli- 
er this  morning  was  just  last  week,  we  were  trying  to  sell  90  per- 
cent beef  trim.  Commodity  is  the  proper  terminology  for  it,  and  we 
were  trying  to  sell  it  into  Chicago  for  $1.06  a  pound. 

The  imports— 90  percent  beef  trim  imported  into  Chicago  and  de- 
livered in  Chicago  is  99  cente  at  the  same  time.  Now  when  you  are 
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dealing  in  a  product  where  a  whole  industry  is  trying  to  make  1 
percent  of  profit  on  gross  sales,  you  can  see  that  you're  being  beat 
by  7  cents  a  pound.  There's  no  way  vou  can  come  close  to  that. 

Senator  Abdnor.  They're  probably  making  more  money  on  that 
sale  than  you  would  have  if  you  had  gotten  it. 

Mr.  Howard.  Well,  if  you  go  back  to  Mr.  Tweeten's  analogy  of  a 
40-percent  difference  in  the  money  value,  why,  they  do  quite  well, 
even  at  a  comparable  cost.  And  it  makes  it  not  only  difficult  but 
impossible  to  be  competitive  against  a  situation  like  this. 

And  if  you  look  where  the  import  quotas  are  based  on  10  percent 
of  domestic  production  and  we're  now  producing,  in  my  opinion,  an 
abundance  of  beef  in  our  own  country,  then  we  also  in  turn  are  in- 
creasing the  import  quotas  at  the  same  time.  And  it  simply  com- 
pounds the  problem. 

Senator  Abdnor.  Well,  I  have  just  got  to  add  one  thing.  We  were 
talking  about  hogs  a  moment  ago.  Irs  true,  there's  the  difference 
in  the  dollar,  but  I  think  I'm  correct  in  saying  that  the  committee 
has  subsidized  by  $12  on  that  before  it  crosses  the  border,  which  is 
a  pretty  computation  when  you  add  it  to  the  40-percent  factor. 
That's  a  rough  piece  of  competition. 

Mr.  Tweeten,  you  were  going  to  say  something. 

Mr.  Tweeten.  One  of  the  problems  with  irresponsible  fiscal 
policy  is  that  it  encourages  protectionism.  That's  exactly  the  kind 
of  sentiment  that  we  heard  expressed  here  today.  Now,  as  for  the 
stability  of  the  dollar,  our  financial  markets  worldwide  are  prob- 
ably some  of  the  most  efficient  markets  in  the  whole  world.  So  we 
can't  say  there's  a  disequilibrium  today  in  those  markets. 

So  why  do  I  say  the  dollar  is  overvalued? 

The  reason  is  that  our  dollar  is  sustained  by  high  real  interest 
rates.  High  real  interest  rates  in  turn  are  sustained  by  the  huge 
Federal  deficit.  Thus  Federal  funds  account  for  our  trade  deficit. 

Neither  one  of  those  deficits  can  be  sustained.  If  we  sustain  the 
current  Federal  deficit,  after  many  years  the  whole  GNP  would  go 
for  interest  on  the  debt.  If  we  sustain  our  current  trade  deficit,  in 
many  years,  the  rest  of  the  world  would  own  the  United  States.  We 
can  t  go  on  this  way.  We're  in  a  long-term  disequilibrium  situation. 
That  s  why  I  say  it's  uncertainty  in  that  things  could  turn  around 
at  any  time  because  we  can't  continue  this  way. 

Mr.  Cope.  Mr.  Chairman,  I  would  just  like  to  make  one  comment 
on  the  remark  Mr.  Tweeten  made  earlier.  He  brings  together  what 
seems  to  be  so  much  economic  theory  and  some  experience  in  the 
real  world.  I  would  like  to  ask  how  he  proposes  in  the  real  world 
that  $3  trillion,  you  say,  is  money  going  into  Germany  overnight? 

Mr.  Tweeten.  Well,  it  doesn't  need  to  all  go.  All  you  need  is  a 
switch  of  a  few  billion  dollars  and  mmor  turnarounds  will  occur. 
When  the  dollar  begins  to  fall  and  you*re  holding  some  of  that  $3 
trillion,  you  don't  want  to  be  the  last  one  out  the  door. 

Mr.  Cope.  If  you  don't  want  to  be  the  last  and  you  don't  want  to 
be  the  first,  what's  the  difference  whether  you  are  talking  dollars 
or  gold,  steel  conveyors,  concrete  pumps?  - 

Mr.  Tweeten.  A  few  years  ago,  gold  was  overvalued  and  the 
dollar  was  undervalued.  The  situation  is  the  opposite  today.  And, 
as  you  know,  you  want  to  work  countercyclically  when  you  are 
managing  your  financial  assets. 
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Senator  Abdnor.  Gentlemen,  I'm  going  to  get  off  that  subject 
Our  time  is  running  out  and  I  do  want  to  get  into  some  other 
points  that  have  been  brought  out  in  our  hearing. 

I  want  to  jump  right  into  the  one  both  you  and  Mr.  Deaton  spoke 
to— education.  Let  me  tell  you  how  it  is  in  South  Dakota.  There's 
no  state  that  has  more  colleges  per  capita  than  South  Dakota. 

Isn't  that  a  correct  statement,  Jim? 

Mr.  Cope.  Correct. 

Senator  Abdnor.  We  have  two  fine  engineering  schools  that  give 
a  doctor's  degree.  We  have  a  number  of  universities  that  specialize 
in  medicine.  In  addition,  we  now  have  three  State  schools  that  go 
along  with  that.  In  Mr.  Cope's  town,  6  months  ago,  there  were  two 
colleges;  now  they  are  down  to  one.  The  School  of  Mines  is  where 
Mr.  Howard  is  from — one  of  the  fine  engineering  schools. 

We  have  some  vocational  schools  now  that  are  helping  us  with 
industry.  It  isn't  that  we  aren't  putting  dollars  into  education.  In 
some  areas  because  of  the  poverty  level  or  income  level  it  may  be 
difficult  to  go  to  school.  Not  so  in  South  Dakota.  I  dare  say  that 
any  youngster  who  wants  to  go  to  college  in  South  Dakota,  with 
the  prices  we  charge,  with  student  loans  and  student  assistance, 
can  do  so.  There's  no  one  that  couldn't  be  in  college. 

Do  you  suppose  that's  true?  I  mean,  as  far  as  education  is  con- 
cerned? I  can  hardly  nime  a  young  person  who  couldn't  go  to  col- 
lege today. 

Mr.  Howard.  I  would  say,  an  extremely  small  percentage  would 
not  be  able  to  figure  out  a  way  if  they  wanted  to. 

Senator  Abdnor.  Well,  maybe  we're  not  using  it  properly.  I'm 
not  saying  that  is  necessarily  so.  Our  vocational  schools  have  sup 

J)lied  our  needs  and  are  now  helping  immensely  in  training  people 
or  small  business  that  are  moving  in. 

What  I  really  want  to  talk  about  is  the  underemployment.  That's 
been  a  favorite  subject  of  some  of  us  on  this  committee  for  quite  a 
while.  As  a  matter  of  fact,  I  was  hoping  Senator  D'Amato  could 
have  stayed  around,  too,  because  that  was  one  of  our  big  argu- 
ments on  the  floor.  And  just  as  you  say,  there's  no  reporting  data. 
We  had  that  very  subject  brought  up  by  Janet  Norwood,  the  Com- 
missioner of  Labor  Statistics,  who  reports  to  us  every  month.  Noth- 
ing in  the  figures  reflect  on  rural  America  She  admitted  that. 

So  you're  right.  I  have  made  the  point  several  times  on  the  floor 
that  our  people  in  the  cities  who  are  getting  unemployment  com- 
pensation are  making  more  money  than  my  people  in  business  and 
those  working  on  tractors  every  day.  They  are  losing  money  and 
are  lucky  to  break  even. 

But  there  is  no  actual  report.  How  do  we  go  about  getting  this? 
Is  that  going  to  be  a  difficult  job? 

Mr.  Tweeten.  I  would  begin  with  census  data  because  those  are 
the  most  complete.  It's  also  possible  that  by  augmenting  the  Cur- 
rent Population  Survey,  which  is  used  to  collect  national  data  on 
unemployment,  with  additional  questions,  it  would  be  possible  to 
estimate  underemployment. 

The  approach  using  census  data  is  to  examine  earnings,  educa- 
tion, age  level,  and  other  factors  that  influence  personal  earnings. 
You  relate  characteristics  of  the  individual  to  earnings  and  then, 
based  on  a  national  standard  of  what  individuals  of  like  education, 
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age,  and  experience  would  be  earning,  you  can  measure  to  what 
extent  people  in  any  rural  county  are  earning  less  than  that. 

To  do  a  satisfactory  job  of  measuring  real  earnings,  you  need  to 
measure  cost  of  living.  We  don't  have  those  data  either. 

Senator  Abdnor.  Do  you  think  we  could  put  something  together 
that  

Mr.  Tweeten.  Yes;  it's  been  done  but  not  adequately.  Until  the 
U.S.  Department  of  Labor  departs  from  its  urban  bias  and  puts 
some  resources  into  rural  statistics,  we're  not  going  to  make 
progress. 

The  onlv  other  alternative  that  I  know  of  is  to  give  that  job  of 
collecting  data  to  the  U.S.  Department  of  Agriculture,  which  is 
more  responsive  to  the  need  for  data  in  the  rural  areas. 

Senator  Abdnor.  Do  you  have  any  thoughts  on  that,  Mr.  Deaton? 

Mr.  Deaton.  I  am  familiar  with  some  of  the  views  Mr.  Tweeten 
has  expressed,  and  I  tend  to  agree  with  the  need  for  a  hard  look.at 
the  data  sources  that  we  now  have  in  trying  to  make  them  more 
adequate. 

Senator  Abdnor.  I  am  sure  the  two  gentlemen  from  South 
Dakota  will  agree  about  the  underemployment. 

Mr.  Cope.  I  would  agree  that  the  Department  of  Labor  has  a  very 
strong  urban  bias. 

Senator  Abdnor.  Let  me  tell  you  how  I  feel  about  that  right  now. 

The  new  Secretary,  Mr.  Brock,  I  know  is  smoothing  out  rela- 
tions—Federal relations— with  the  labor  unions,  and  I  guess  that 
was  needed  out  there.  I  worked  a  lot  with  Secretary  Brock,  particu- 
larly since  he  has  been  a  trade  ambassador. 

In  all  the  walks  of  life  in  which  he  has  participated,  from  politics 
to  the  Senate  seat  and  other  places  he  has  been  in,  I  think  he  has 
shown  an  appreciation  for  rural  America  because  he  has  been  in- 
cluded in  a  lot  of  problems  similar  to  those  in  South  Dakota. 

We  have  had  him  in  the  office  many  times,  and  I  am  hoping  the 
staff,  maybe  the  next  time  around,,  will  try  to  arrange  a  meeting 
with  both  Secretary  Block  and  Secretary  Brock  This  has  been  done 
before  on  state  matters.  Maybe  we  can  get  some  additional  infor- 
mation because  it  is  really  needed.  They  just  don't  understand  the 
situation  around  here. 

Mr.  Cope.  Mr.  Chairman — I  hate  to  interrupt  the  chairman, 
which  is  not  really  wise,  but  I  would  like  to  just  comment  on  the 
statement  you  made  a  moment  ago  that  the  new  Secretary  of 
Labor  is  now  working  with  labor  unions. 

I  would  like  to  point  out  to  you  that  unionized  labor  represents 
about  a  fifth  of  the  total  employment  in  the  United  States.  It  has 
been  a  case  of  the  tail  wagging  the  dog  far  too  long,  and  it  really 
would  be  best  if  we  could  get  this  to  be  a  department  of  all  iabor 
instead  of  a  department  of  unionized  labor. 

Senator  Abdnor.  Your  point  is  well  taken.  I  have  confidence  in 
Mr.  Brock  personally  and  he  has  always  seemed  to  me  on  most 
issues  to  be  a  very  fair-minded  individual,  and  I  think  he  would 
know  well  how  to  blend  the  whole  thing  together. 

Now,  I  may  be  wrong,  but  I  think  that  it  will  work  out  that  way. 
I  believe  he  will  have  a  concern  for  rural  America  because  it  is  a 
very  important  part  of  our  country. 
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As  I  said  earlier,  I  got  involved  when  they  brought  out  that  bil- 
lion dollar  labor  bill,  the  jobs  bill,  a  year  and  a  half  ago  and 
wanted  more  but  settled  on  a  billion.  It  was  meant  for  12  states 
with  big  unemployment,  and  that  is  all.  Well,  gradually  they  were 
going  to  include  18  or  something,  but  we  finally  won  and  had  some 
other  factors  included  in  that  bill.  That  shows  up  in  many  of  our 
formulas. 

We  are  hoping  to  get  away  from  some  of  those  grant  programs, 
everything  from  UDAG  on,  EDA  and  all  of  those.  So  it  is  not  only 
hurting  us  from  the  general  picture  but  also,  if  they  are  going  to 
spend  government  dollars,  they  certainly  ought  to  look  at  some  of 
the  more  rural  areas. 

We  have  got  two  fellows  with  their  hands  up.  Let  me  take  Mr. 
Howard  first. 

Mr.  Howard.  I  was  going  to  suggest  that  we  may  not  be  able  to 
get  the  statistics  today,  but  possibly  we  could  talk  about  some 
things  that  even  if  we  don't  have  the  statistics,  all  of  us  in  this 
room  could  probably  make  an  estimate  right  now  of  what  we  think 
they  are  in  underemployment,  unemployment,  this  type  of  thing. 

I  think  we  all  are  on  the  same  wavelength  with  respect  to  what 
really  is  happening  in  rural  America,  realistically,  if  we  make  \ the 
assumption  of  underemployment  and  unemployment  that  we  really 
believe  there  is  and  what  we  could  do  about  it.  There  are  some 
areas  here  that  are  very  difficult  to  solve,  and  those  problems  will 
still  exist  even  after  we  have  the  actual  statistics. 

Senator  Abdnor.  That  is  exactly  right.  There  would  be  a  little 
better  basis  if  the  government  focutad  on  some  of  the  proposals 
that  have  been  mentioned  today.  You  make  an  excellent  point. 

Before  we  get  off  of  this,  Mr.  Tweeten. 

Mr.  Tweeten.  I  just  want  to  add  one  more  comment  about  unem- 
ployment. 

In  1980,  $16  million  of  Federal  funds  were  allocated  on  the  basis 
of  unemployment.  It  is  probably  less  today.  I  don't  have  th?  figure. 

There  was  a  survey  of  persons  in  Gadsden  County,  FL  in  the 
1970's  using  the  same  unemployment  survey  instrument  as  is  used 
by  the  Department  of  Labor  for  measuring  metropolitan  unemploy- 
ment. But  the  Department  of  Labor  uses  a  crude  "handbook" 
method  to  estimate  the  unemployment  rate  in  the  rural  counties. 
Researchers  applying  this  instrument,  used  at  the  national  level 
for  metropolitan  areas,  to  a  rural  county  of  Florida  found  that  un- 
employment as  estimated  by  the  Federal  Government  was  underes- 
timated by  about  half.  A  recent  study  was  done  in  Iowa  with  the 
same  kind  of  technique  and  with  the  same  kind  of  findings. 

So  even  if  we  use  published  unemployment  data,  which  is  a 
wrong  concept,  there  will  be  a  bias  against  rural  areas. 

Senator  Abdnor.  Well,  I  hope  we  will  pursue  this,  and  I  hope  to 
fall  back  on  some  of  your  thoughts  as  we  get  into  it. 

But  let  me  take  a  minute  to  ask:  What  do  we  have  to  do  to  im- 
prove the  situation  and  the  job  possibilities  in  rural  America  and 
business?  That  touches  on  problems  today. 

I  think  Mr.  Deaton  said  that  two-thirds  of  farm  income  comes 
from  off-farm  employment.  Is  that  right? 

Mr.  Deaton.  Yes,  sir. 
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Senator  Abdnor.  That  includes  a  lot  of  small  farms  out  where  we 
come  from.  With  the  kind  of  operation  they  have,  they  must  keep 
their  noses  to  the  grindstone  on  farming.  But  we  have  to  do  some- 
thing. 

Now,  you  two  fellows,  with  what  you  see  in  South  Dakota  today, 
what  are  the  big  things? 

I  am  trying  to  put  together  some  facts  and  figures  and  materials 
and  research  to  help  revitalize  rural  America. 

Where  should  we  hit,  John?  I  really  feel  like  I  am  trying  to  grasp 
at  everything  and  getting  nothing. 

Mr.  Howard.  I  don't  know  if  I  have  the  exact  answer  to  your 
question.  If  I  did,  I  would  probably  be  out  on  the  street  selling  my 
wares  and  making  millions.  But  to  make  a  try  at  answering  at 
least  from  the  vantagepoint  I  have,  realistically,  agriculture  and 
rural  America  is  tied  extremely  close  together,  and  if  we  look  at 
the  production  of  agriculture  today  to  be  in  excess  of  domestic  con- 
sumption, we  are  talking  about — like  Mr.  Deaton  said — about 
changing  from  tobacco  to  some  other  agricultuial  commodity,  and 
it  increases  the  competition  in  that  particular  commodity  that  we 
switch  to,  whether  South  Dakota  or  wherever  it  would  be. 

We  continually  increase  our  efficiency  without  increasing  our 
market.  For  instance,  how  do  I  get  a  Digger  market  share  if  I 
switch  from  soybeans  to  some  other  commodity,  and  you  are  still  in 
a  commodity  that  is  overproduced  for  the  amount  of  customers  that 
you  have,  the  amount  of  consumers  you  have?  Then  you  really 
haven't  gained  anything. 

So  what  do  we  need  to  do?  We  need  fewer  people  producing  the 
product  so  the  price  then  comes  up  to  a  reasonable  level  that  you 
can  make  a  living  at,  or  you  need  more  consumers  for  the  product. 

This  is  a  supply  and  demand  type  situation,  and  you  can  subsi- 
dize it  by  throwing  Federal  dollars  at  it  or  whatever.  But  what  it 
still  comes  down  to  is  if  you  produce  more  than  the  consumer 
wants  to  spend  money  for  at  that  particular  price  level,  you  are 
going  to  have  product  left  over  And  if  you  do,  then  the  price  drops 
below  what  you  can  afford  to  produce  it  for. 

So  you  have  to  go  out  and  find  more  customers  for  it  at  that  par- 
ticular production  level  or  drop  the  production  back  to  where  the 
people  are  willing  to  spend  more  money  for  the  commodity. 

Senator  Abdnor.  You  find  you  can  produce  it,  but  outside  compe- 
tition may  be  coming  in  from  other  countries.  That's  a  problem.  * 

Mr.  Howard.  That  is  only  one  factor. 

Senator  Abdnor.  That  is  only  one  situation. 

Take  your  hog  business  again.  Coming  from  Canada,  they  start 
out  with  about  a  $12  advantage  on  the  subsidy  that  we  don't  give 
our  hog  people.  They  have  got  the  advantage  of  the  dollar,  and  as 
you  read  in  the  paper  last  week,  our  Government  put  a  quarantine 
on  hogs  coming  into  South  Dakota  because  some  of  these  Canadian 
hogs  are  coming  in  using  an  additive — I  forgot  what  it  was— but  we 
don't  allow  it  in  this  country.  Our  producers  can't  use  it,  but  they 
do,  and  I  don't  know  what  is  happening  about  that.  It  has  caused 
quite  an  uproar  here  in  Washington. 

Those  kind  of  factors—free  trade  is  great,  but  we  are  going  to 
have  to  get  together  with  GATT  to  straighten  out  some  of  these 
issues. 
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Mr.  Tweeten. 

Mr.  Tweeten.  Well,  we  really  don't  need  to  talk  much  about  sub- 
sidies^ this  point  because  even  the  European  Community  now 
doesn  t  need  to  subsidize  their  wheat  in  order  to  undersell  us  We 
no  longer  have  a  comparative  advantage  in  the  basic  farm  com- 
modities that  we  have  been  exporting.  We  can't  afford  to  export  on 
a  long-term  basis  on  the  current  terms  because  farmers  in  many 
areas  are  not  covering  nonland  costs  of  production. 

So  we  have  to  get  the  value  of  the  dollar' down.  We  cannot  com- 
pete  with  the  value  of  the  dollar  at  such  a  high  level. 

Senator  Abdnor.  And  of  course  you  have  got  to  remember  we 
don  t  subsidize  those  foreign  sales.  The  European  Common  Commu- 
nity pays  a  pretty  hefty  subsidy  for  the  portion  consumed  within 
their  countries,  so  they  can  afford  to  sell  for  a  lot  less. 

Mr.  Tweeten.  That  is  correct,  and  the  Japanese  also.  I  was  over 
m  Japan  about  1  year  ago,  and  Japanese  consumers  were  paying  22 
percent  of  their  income  for  food,  and  their  per-capita  income  was 
not  much  below  ours.  Our  consumers  are  paying  14  to  15  percent 
The  Japanese  are  paying  a  high  price  for  their  protectionism.  They 
really  should  be  the  first  to  be  removing  their  barriers  because  it  is 
in  their  soif*  interest  to  do  so. 

And  I  don't  see  any  purpose  in  our  erecting  barriers  in  return. 
Just  because  they  have  shot  themselves  in  the  foot  is  no  reason  we 
should  do  the  same. 

Senator  Abdnor.  Well,  I  could  really  get  into  a  long  discussion 
about  it,  but  let  me  get  off  on  another  subject  here. 

We  ought  to  attract  business  to  places  like  South  Dakota  and 
other  places.  Probably  no  business  is  growing  any  faster  than  the 
defense. 

I  was  up  to  the  dedication  of  a  new  plant  going  in  to  Aberdeen  a 
while  back,  FMC,  and  they  are  going  to  put  a  small  business  out 
there  on  a  military  contract  they  received.  I  forget  what  it  was,  but 
I  made  a  comment  there  that  I  am  a  strong  defense  man.  My 
voting  record  pretty  well  shows  that. 

It  is  really  good  to  think  I  might  have  somebody  to  work  for  in 
South  Dakota  who  might  benefit  from  a  defense  contract.  I  think 
there  is  a  movement  afoot  now,  because  of  the  scandals  and  fraud 
we  have  experienced,  that  maybe  it  is  going  to  get  more  competi- 
tive. 

Do  you  think  there  is  much  of  a  future  for  one  of  our  plants? 

A  guv  like  vou,  Jim.  Did  you  ever  see  yourself  taking  part  in 
some  of  that  if  the  opportunity  presented  itself? 

Mr%  Cope.  Senator,  we  have  looked  at  over  the  years  the  "de- 
fense market  as  a  very,  very  cyclical  sort  of  business.  When  it  is 
great,  it  is  great,  and  when  it  is  bad,  it  is  terrible. 

For  a  small  company  to  commit  a  m^jor  portion  of  its  activities 
to  the  defense  business,  as  uncertain  as  it  is  for  a  small  supplier,  is 
very  difficult.  So  as  a  result,  we  try  to  quote  equipment  to  the  De- 
fense Department  wherever  it  comes  close  to  fitting  our  standard 
process.  But  for  a  small  company  to  aggressively  go  after  the  de- 
fense market  ip  very  difficult  and,  in  my  judgment,  dangerous 

Somebody  like  FMC  that  has  a  great  deal  of  diversify  and  has 
been  in  the  business  for  a  long  time  can  do  very  well  producing 
some  of  that  equipment  in  a  State  like  South  Dakota  because  we 
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have  got  good,  productive  people.  I  don't  know  how  you  solve  that 
problem  of  a  small  company  having  to  risk  so  much  of  its  capital 
and  resources  on  a  cyclical  business. 

I  think  I  am  being  somewhat  of  a  gambler  when  I  go  after  con- 
struction, and  that  is  a  more  basic  and  more  predictable  business 
than  a  lot  of  the  defense  business  is. 

Senator  Abdnor.  You  really  make  a  good  point.  In  the  case  of 
FMC,  actually  they  can  absorb  a  drop  in  business  in  a  small  plant. 

Mr.  Cope.  The  point  I  think  I  am  making  with  FMC  is  they  have 
a  number  of  plants  in  a  number  of  areas,  and  if  the  product 
making  in  Aberdeen  closes  down  they  can  transfer  another  product 
out  there  and  take  up  some  of  the  slack,  where  if  I  gear  up  to 
produce  a  product  for  the  Defense  Department,  apparently  we  are 
talking  a  big  dollar  contract  and  you  nave  to  have  a  lot  of  employ- 
ees, and  when  you  run  to  the  end  of  the  contract  and  there  is  noth- 
ing there  we  are  in  serious  trouble. 

Mr.  Howard.  The  only  thing  that  might  tie  on  to  that  line  that  I 
would  relate  to  is  we  bid  on  Government  school  lunch  contracts, 
ground  meats  for  the  Government,  which  is  a  commodity  of  course, 
probably  25  packers  in  the  United  States  that  bid  on  these  particu- 
lar contracts,  and  you  bid  on  the  contract  on  an  FOB  type  situa- 
tion, that  you  price  the  commodity  delivered  in  whatever  area  the 
Government  wants  it. 

I  think  the  same  thing  would  probably  hold  true  with  the  de- 
fense type  situation,  the  one  I  spoke  to  earlier  with  respect  to  mv 
comments  at  the  start  of  this  meeting,  which  is  that  you  haven  t 
the  raw  materials  you  have  to  ship  in  to  make  the  particular  item, 
and  you  have  to  ship  it  back  out,  and  the  remaining  factor  we  have 
to  sell  is  the  high  productivity  of  our  labor  force,  and  if  we  have  to 
lower  the  wage  structure  we  may  not  be  competitive. 

So  it  is  a  situation  that  we  have  to  live  with. 

Senator  Abdnor.  You  just  touched  on  something.  Talking  about 
transportation,  let  me  ask  you:  .v 

How  much  of  a  factor  has  deregulation  which  has  been  carried 
on  to  a  great  extent  here — transportation  and  other  things— been?  ^ 
Does  that  have  much  of  an  effect  on  rural  America,  competing 
with  outside  interests?  .% 

Mr.  Howard.  I  think  it  has  from  our  standpoint.  There  are  two  > 
ways  I  can  look  at  this. 

From  the  meat  standpoint,  we  see  with  deregulation  the  return 
hauls  on  the  trucking  industry  puts  a  lot  of  competitive  products  in 
our  particular  trade  area  that  we  maybe  formerly  did  not  see  be- 
cause of  the  high  cost  of  freight  from  the  other  side.  \ 

We  have  a  wholly  owned  subsidiary  trucking  company,  where  we 
have  enjoyed  some  business  that  we  formerly  would  not  have  had 
before  deregulation.  So  I  can  see  pluses  and  minuses  to  both  sides, 
and  actually  I  would  say  it  puts  us  in  a  more  competitive  position. 

Senator  Abdnor.  Well,  I  know  deregulation  sounds  great,  but  we 
were  talking  today  about  the  price  of  an  airplane  ticket.  You  have 
come  from  South  Dakota  to  Washington;  previously  you  could  have 
made  two  trips  coast  to  coast,  from  Washington  to  the  coast  and 
back.  That  makes  it  very  difficult. 

Plus  wa  have  had  a  number  of  our  airlines  that  are  no  longer 
running  to  some  of  our  particular  towns  and  small  cities. 
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0  °Sf  J^f  "18Urai?ce  company  moved  from  one  city  to  another  in 
bouth  Dakota  and  one  reason  was  the  airline  service.  That  is  a  big 
influence,  I  think,  on  businesses  coming  into  a  State.  It  probably 
shows  up  in  who  is  getting  the  biggest  end  of  the  business. 

Mr.  Cope  Senator,  I  would  like  to  comment  on  that  from  the 
standpoint  of  Yankton.  When  we  had  regulation  of  the  airlines,  the 
airline  was  required  to  give  us  service  to  Yankton. 

Now,  at  that  time  the  airline  was  Republic.  They  apparently 
didn  t  really  want  to  provide  that  service,  so  they  just  flew  air- 
planes whenever  it  was  convenient  for  them,  not  when  it  was  con- 
venient for  passengers,  and  the  utilization  of  that  kind  of  service 
was  terrible. 

Republic  finally  achieved  their  goal— which  I  believe  was  their 
goal— and  finally  got  out  of  service  to  our  community  and  set  up  a 
commuter  airline.  That  airline  did  a  pretty  good  job  of  flying  when 
people  wanted  to  fly. 

And  then  there  was  a  decision  made  back  here  that  they  weren't 
going  to  provide  the  subsidy  that  had  been  provided  in  the  past, 
and  along  with  that  we  were  seriously  concerned  about  losing  that 
airline  service.  The  first  thing  that  people  talk  about  when  they 
are  talking  about  industrial  development  process  coming  into  your 
community  18  transportation,  and  airlines  are  one  of  the  most  im- 
portant things— air  service.  And  if  you  are  trying  to  attract  indus- 
try to  move  into  an  area  where  you  don't  have  reasonable  airline 
service,  you  are  fighting  a  tremendous  uphill  battle.  It  is  very  diffi- 
cult. We  must  have  this  minimum  level  of  service 

Senator  Abdnor.  I  fought  as  hard  as  I  could  to  get  that  $62  mil- 
lion back,  or  we  wouldn't  have  what  you  do  have  in  Yankton. 

Mr.  Cope.  Senator,  I  got  to  notice  where  you  have  gotten  that  re- 
stored to  the  budget,  and  it  is  terribly  important. 

Also  terribly  important  is  dependability  long  range.  If  you  start  a 
factory ;at  a  location,  it  is  going  to  take  a  substantial  capital  invest 
inept.  They  are  going  to  have  to  be  there  for  a  number  of  years, 
and  navmg  this  insurance  for  one  more  year,  while  it  is  helpful, 
isn  t  the  whole  answer.  It  needs  to  be  scjiething  that  can  be  counts 
ed  on.  It  is  going  to  have  to  be  a  policy  that  people  can  plan  and 
base  their  operations  on. 

Senator  Abdnor.  Have  you  any  views  on  what  deregulation  has 
done  to  rural  America  overall? 

1  think  even  the  great  telecommunications  breakup  scares  the 
heck  out  of  me.  What  is  gong  to  happen  down  the  line? 

With  new  innovations  and  all,  they  are  going  to  be  located  strict- 
ly in  metropolitan  areas. 

Mr.  Tweeten.  My  impression  is  tliat  overall  it  has  not  advan- 
taged rural  areas.  But  overall  it  has  reduced  transportation  and 
communication  costs  for  the  Nation. 

Mr.  Deaton.  I  would  basically  agree  with  what  Professor  Twee- 
ten  said.  Overall  it  may  have  disadvantaged  some  communities. 

It  may  be  particularly  relevant  to  the  airlines  area,  as  Mr.  Cope 
mentioned  a  moment  ago,  an  industry  or  service  that  is  being  in- 
creasingly important  to  the  kind  of  technological  society  that  we 
are  working  in  today. 

Clearly,  the  telecommunications  area  also,  with  the  kind  of  com- 
puter linkups  over  telephone  lines,  there  are  dangers  in  some  rural 
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areas  where  they  cannot  gain  access  to  the  proper  kind  of  efficient 
functioning  system  that  many  small  businesses  are  going  to  have 
to  depend  on  in  the  future. 

I  have  seen  some  evidence  on  the  other  hand— and  I  believe  Mr. 
Howard  mentioned  this— where  in  the  trucking  industry  there 
have  been  advantages  to  some  extent,  so  it  is  probably  a  mixed  bag. 

Senator  Abdnor.  You  have  to  admit  it  hasn't  exactly  enhanced 
the  airline  companies.  They  are  having  more  financial  problems 
than  they  ever  had.  Some  of  them  may  be  benefiting,  but  surely, 
from  what  I  have  seen,  no  great  gate  to  the  airline  industry.  If  they 
continue  cn  the  path  they  are  on,  except  for  the  big  airlines,  it 
makes  you  wonder  what  is  going  to  happen  to  the  airline  services. 
Maybe  the  prices  won't  always  stay  as  low  as  they  are  with  the 
competition  as  great  as  it  is  today,  especially  the  prices  you  receive 
on  tickets. 

Mr.  Deaton.  I  gather  there  has  been  more  competition  among 
small  commuter  airlines  that  have  competed  with  some  of  the 
large  airlines. 

Senator  Abdnor.  If  we  lost  that  small  airline  subsidy,  we 
wouldn't  have  an  airline  in  South  Dakota.  We  have  one  that  makes 
one  stop  at  Pierre,  our  State  capital.  If  we  didn't  have  that,  we 
wouldn  t  even  have  an  airline  service  into  our  capital. 

I  just  don't  think  you  can  ignore  that.  I  think  things  like  the 
Postal  Service  and  maybe  electricity  and  lights  and  a  few  other 
things,  whether  we  are  against  the  Government  subsidies  or  not, 
ought  to  be  a  part  of  the  United  States.  I  personally  think  you 
have  got  to  pay  some  attention  to  that. 

Let  me  ask  you  one  question.  Do  you  find  foreign  surpluses  com- 
peting with  you  for  the  Government  school  lunch  program? 

Mr.  Howard.  Foreign  surpluses? 

Senator  Abdnor.  Food  surpluses — suppliers,  not  surpluses. 

Mr.  Howaiu).  There  is  a  restriction  that  you  cannot  use  any  for- 
eign commodities  in  the  school  lunch  program.  So  that  is  not  a 
problem. 

Senator  Abdnor.  I  didn't  even  know  that. 

Well,  there  are  a  lot  of  things  I  want  to  touch  on,  and  already  I 
have  got  to  vote;  it  is  after  12  o'clock. 

We  started  out  by  talking  about  the  budget.  I  hope  all  four  of 
you  agree  that  we  have  taken  the  right  step  in  trying  to  reduce  the 
budget.  That  may  be  the  best  move,  at  least  for  agriculture.  I  know 
darn  well  if  you  can  drop  interest  rates  and  get  our  dollar  baci:  in 
line,  it  probably  would  be  best  for  all  of  our  businesses,  too. 

Apparently,  this  Congress  is  coming  to  a  recognition  of  that.  Ev- 
erybody thinks  that  is  the  magic  number,.  $50  billion.  We  seem  to 
have  a  thousand  different  ways  to  get  it,  but  nevertheless  I  am  con- 
vinced we  are  going  to  end  up  with  something,  and  hopefully  that 
will  help. 

We  give  up  a  lot  of  things,  you  are  right.  We  have  touched  on 
EDA's,  maybe  UDAG  grants.  Even  the  revenue  sharing  seems  to  be 
so  close  to  the  hearts  of  our  mayors  and  communities,  and  in  our 
proposal  over  here  they  all  went  down  the  tube. 

They  want  to  take  out  Amtrak.  They  claim  it  costs  $32  for  the 
Government  every  time  somebody  gets  down  to  ride  it. 
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But  hopefully  that  is  still  a  fair  tradeoff  with  the  opportunity  to 
get  interest  rates  down.  Am  I  off  base  when  I  say  that  is  probably 
the  best  tonic  for  rural  America  we  have  going  now? 

Mr.  Cope.  Senator,  I  think  it  has  been  pretty  much  unanimous 
that  we  in  rural  America  are  more  than  ever  before  deeply  in- 
volved m  the  broad  economic  trends  and  conditions,  and  we  have 
got  to  get  those  things  straightened  out  to  have  any  chance  to  be 
successful  in  rural  America. 

In  addition  to  that,  we  have  peculiar  problems  of  rural  America 
where  we  need  other  programs  and  other  help.  Right  now,  the  high 
interest  rate  and  the  high  value  of  the  dollar  is  so  pervasive  we 
have  got  to  do  something  before  we  can  accomplish  anything 

Senator  Abdnor.  Well,  thank  you. 

Listen,  I  have  to  go,  but  before  I  close  my  hearing  I  want  to  feel 
tree,  it  I  can,  to  submit  a  couple  of  questions  to  you  people.  I  have 
some  thoughts  I  want  from  you  people  about  rural  America,  and 
also  Mr.  Tweeten  and  Mr.  Deaton. 

So  as  we  do  so  oftentimes,  at  least  in  my  Appropriations  Commit- 
tee,  we  will  submit  questions  in  writing.  So  don't  be  shocked  when 
you  get  a  letter  from  us  with  some  questions  we  would  like  to  have 
some  kind  of  answers  on.  We  would  be  veiy  grateful. 

Senator  Nickles  was  going  to  try  to  make  it  down.  He  is  not  a 
member  of  this  committee,  but  when  he  heard  you  were  coming  he 
was  very  interested  in  it.  But  as  is  so  often  the  case,  he  lias  so 
many  meetings  going  on,  and  he  has  to  bounce  around  like  Senator 
u  Amato.  The  chairman  has  to  stay  in  one  place. 

But  when  you  have  three  committee  meetings  going  on  at  the 
same  time,  you  really  can't  get  to  them.  They  love  taking  pictures 
today  with  empty  seats  and  keeping  attendance  records,  and  some- 
?i?  camP31^  they  can  go  home  and  say  he  is  interested  in 
this  but  he  has  only  been  to  so  many  committee  meetings:  he  can't 
be  that  interested.  But  that  is  what  happens. 

We  are  spread  very  thin,  but  I  know  a  lot  of  people  who  are 
members  who  would  like  to  sit  on  this  today,  and  I  certainly  thank 
you  all  for  coming.  All  of  you  have  made  a  great  contribution. 

As  I  said,  we  need  more  information  from  you,  so  we  will  feel 
free  to  contact  you  and  are  looking  toward  to  having  you  back  at 
another  time. 

I  certainly  want  to  thank  all  of  you  for  your  testimony,  and  we 
hope  when  we  speak  of  bringing  the  fruits  of  economic  recovery  to 
rural  America  that  that  in  itself  is  not  enough,  but  we  need  to 
create  the  kind  of  favorable  economic  climate  that  will  not  only 
bring  an  economic  resurgence  but  will  also  maintain  it. 

Our  rural  economy  is  going  through  a  period  of  historic  change, 
and  ll  we  are  to  survive  and  even  flourish,  our  businesses  and  our 
communities  must  adapt  to  these  changes. 

So  we  have  seen  some  economic  success  stories  this  morning 
from  two  companies  we  brought  in  from  South  Dakota,  which  we 
are  very  proud  of,  and  they  have  done  it  the  hard  way  and  so  far 
have  been  able  to  survive  all  the  obstacles  in  the  path. 

If  we  can  just  come  away  somehow  and  make  people  in  govern- 
ment and  both  Congress  and  our  agencies  and  businesses  and  in- 
dustries feel  we  recognize  the  problem  we  are  having  and  that 
rural  America  is  an  important  part  of  this  whole  economic  picture, 
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we  will  come  a  long  ways  with  what  we  are  trying  to  do  in  these 
hearings. 

I  think  we  are  about  the  only  committee  I  know  that  is  paying 
much  attention  to  this  problem,  and  now  we  have  got  tc  figure  out 
how,  when  we  do  get  some  facts  and  figures  and  thoughts,  to  dis- 
seminate the  material  at  least  to  some  of  our  more  rural  congres- 
sional districts  and  get  them  involved  in  this,  too,  because  it  is 
going  to  be  a  selling  job  to  try  to  make  people  recognize  the  prob- 
lem. 

So  with  that,  I  thank  you  all  for  coming  out  and  am  looking  for- 
ward to  another  meeting  in  the  future. 

[Whereupon,  at  12:15  p.m.,  the  subcommittee  adjourned,  subject 
to  thp  call  of  the  Chair.] 


APPENDIX 


ECONOMIC  DEVELOPMENT  STRATEGIES  FOR  NONMETROPOLITAN  AREAS 


by 


Russell  L.  Smith,  Director 
Governmental  Research  Bureau 
The  University  of  South  Dakota 


February,  1985 

Governmental  Research  Bureau,  Occasional  Papers  Series  No.  85-1 

(741) 


BEST  COPY  AVAILABLE 

ER?C 


742 


"Economic  Development  Strategies  for  Nonmetropolitan  Areas" 


Introduction 


During  the  1970's  nonmetiropolitan  America  reversed  a  long-standing  trend 
of  decline  as  population  and  employment  increases  substantially  outpaced 
that  of  metropolitan  areas  (Beale,  1981;  Till,  1981;  MenchJk.  1981). 
Nonmetropolitan  population  grew  by  15.4  percent  from  1970  to  198v,  and 
employment  grew  by  24.4  percent  during  the  1970-1977  period.  Metropolitan 
areas,  on  the  other  hand,  posted  population  and  job  growth  rates  of  9.1  and 
14.2  percent,  respectively,  for  the  same  time  periods.  Despite  the  fact 
that  nonmetropolitan  locations  outperformed  metropolitan  areas  by  quite  a 
bit  with  respect  to  population  and  job  growth  rates,  nonmetropolitan 
residents  continue  to  lag  substantially  in  terms  of  absolute  levels  of 
economic  well-being.  In  1979,  for  example,  nonmetropolitan  per  capita 
personal  income  was  77.1  percent  of  the  metropolitan  i«_vel  of  $7,743,  and 
the  proportion  of  persons  living  in  poverty  was  135.1  percent  of  the 
"Sfi5°f°}Han  avera*e  of  11  • 4  percent  (U.S.  Department  of  Commerce, 
1983:1-11).  Furthermore,  the  number  of  persons  who  are  either  unemployed 
(if  discouraged  workers  are  counted)  or  subemployed  is  generally 
acknowledged  to  be  higher  than  is  the  case  for  the  metropolitan  population 
(TWeeten  and  Brinkman,  1978;  Briggs,  1981). 

Perhaps  most  important  is  that  changes  in  nonmetropolitan  economic  well- 
being  lag  substantially  behind  changes  in  nonmetropolitan  population  and 
employment  growth.  For  example,  the  nonmetropolitan  per  capita  personal 
income  growth  rate  of  154.5  percent  was  only  14.2  percent  greater  than  the 
?S££opolit*n  increase  of  135.3  percent.  On  the  other  hand,  the  1970  to 
1980  nonmetropolitan  population  growth  rate  of  15.4  percent  was  48  percent 
greater  than  the  metropolitan  rate  of  change  (9.1%).  Per  capita  income 
increases  also  lagged  behind  employment  increases,  with  the  nonmetropolitan 
job  growth  rate  (24.4%)  exceeding  the  metropolitan  rate  of  growth  by  71.8%. 
In  other  cases,  nonmetropolitan  rates  of  change  in  economic  well-being  have 
not  just  failed  to  match  or  come  close  to  nonmetropolitan  population  and 
employment  growth  rates,  but  have  actually  fallen  below  those  of 
metropolitan  areas.  Between  1975  and  1980,  for  example,  total  personal 
income  increased  by  72.7  percent  in  metropolitan  locations,  and  only  by 
69.5  percent  in  nonmetropolitan  areas  (U.S.  Department  of  Commerce,  1982). 

Although  not  exhaustive,  these  data  highlight  a  paradox  for 
nonmetropolitan  areas  growth  in  population  and  jobs  is  substantially 
exceeding  that  of  metropolitan  areas,  but  changes  in  economic  well-being 
are  not  keeping  the  same  pace  of  growth.  Such  a  paradox,  and  there  are 
others,  presents  students  of  rural  development  with  some  interesting 
problems.  For  those  persons  who  are  interested  in  promoting  the  economic 
development  of  nonmetropolitan  and  rural  areas  one  question  which  begs  for 
an  answer  is  what  is  keeping  nonmetropolitan  and  rural  economic  development 
programs  from  achieving  greater  success?  This  paper  addresses  this 
question  and  identifies  strategies  which  nonmetropolitan  and  rural  economic 
developers  can  utilize  to  better  articulate,  focus  and  target  their 
resources . 
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One  obvious  approach  to  answering  this  question  would  be  to  review  case 
studies  of  botn  metropolitan  and  nonmetropolitan  economic  development  to 
identify  what  seem  to  be  the  critical  factors  associated  with  the  general 
paradox  noted  above.  Such  comparisons  might  also  identify  critical 
differences  between  nonmetropolitan  areas  where  economic  development  has 
been  successful  and  areas  where  success  has  yet  to  materialize.  The 
paucity  of  numerous,  high  quality,  detailed  case  studies  dictates  against 
such  an  approach,  however. 1 

A  second  path  --  and  one  which  should  precede  any  aggregate  analysis  of 
case  studies  --is  to  draw  upon  and  synthesize  the  empirical  and  non- 
empirical  literature  on  economic  development  to  identify  the  forces  which 
constrain  nonmetropolitan  development  efforts.  Four  perspectives 
articulated  in  the  literature  on  economic  development  are  drawn  upon  in 
this  paper  to  help  understand  and  identify  the  adaptations  which  must  be 
made  if  nonmetropolitan  economic  development  efforts  are  to  be  more 
successful.  The  first  perspective  focuses  on  the  growth  of  the  multi- 
establishment  corporation.  These  large  business  enterprises  which  are 
located  in  multiple  places  now  control  a  majority  of  U.S.  manufacturing 
jobs,  assets  and  production.  Most  important,  through  their  location 
choices,  and  intra-  and  interorganizational  linkages,  these  corporations 
structure  regional  and  community  input-output  flows  and  industry  linkages 
in  ways  that  make  traditional  models  of  regional  economic  development 
unreal istic . 

A  second  perspective  which  can  help  highlight  the  critical  aspects  of 
nonmetropolitan  economic  development  examines  the  rural  industrialization 
process  in  terms  of  iionmetropolitan  "dependence"  upon  metropolitan  areas. 
As  such,  the  social,  political  and  economic  power  relations  between 
metropolitan  and  nonmetropolitan  areas  are  of  interest.  This  perspective 
thus  helps  shed  some  light  on  the  origins,  nature  and  impacts  of 
traditionally  defined  urban  trends  (e.g.,  industrialization)  as  they 
diffuse  to  nonmetropolitan  locations.  The  thrust  of  the  perspective  is 
that  nonmetropolitan-metropolitan  relations  have  evolved  in  such  a  way  as 
to  fost  r  dependency  relations  between  subordinate  and  dominant  sectors  of 
society.  Nonmetropolitan  industrialization,  then,  takes  place  within  this 
dependency  context,  and  will  continue  to  be  underdeveloped,  relative  to 
that  of  metropolitan  places  unless  selective  changes  are  made. 

The  third  literature  base  focuses  on  industry  location  trends  and  the 
correspondence  between  these  processes  and  the  nature  of  nonmetropolitan 
and  rural  comparative  advantages.  The  recent  growth  of  industry  in 
nonmetropolitan  locations,  according  to  this  perspective,  has  less  to  do 
with  rural  economic  development  efforts  than  with  the  comparative 
advantages  of  such  locations  within  the  context  of  evolving  industry  needs. 
While  significant  opportunities  exist  for  nonmetropolitan  communities  to 
influence  their  comparative  advantages  and  thus  take  advantage  of  the 
decentralization  of  industry,  efforts  must  be  targeted.  , 

Finally,  the  paper  draws  upon  information  on  the  economic  impacts  of 
nonmetropolitan  industrialization  upon  residents  and  communities  to  help 
identify  potential  areas  of  strengths  and  weaknesses  in  these  development 
efforts.  In  general,  the  evidence  indicates  that  the  economic  impacts  of 
industrialization  in  nonmetropolitan  areas  are    neither  as  universal  nor  as 
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S^inir  »  %KPSpular  d;vel°P"ent  rhetoric  would  lead  one  to  believe. 
Because  myths"  surround  economic  development  impacts,  particularly  in 
nonmetropolitan  settings,  it  is  important  to  explor?  them.      rtlcUAarAy  ln 

fouF  Perspectives  and  bodies  of  literature  .re  treated  discrete 
fnr.^  <L  ^e    reality»    however,      ig    quite  different    -  each  is 

intertwined  with  the  others.  Each  of  these  perspectives  can  contribute, 
iSdet^'«f^a.fiche^U!!der,tandin£  of  metropolitan  economic  development 
Jesou^s'^^^  necessary    to  make  scarce  economic  development 

Th*  Growth  of  Multi-Establishment  Corporations 
and  Changes  in  Regional  Development 

«tuS?nfTajn!i  realw?,°f  tne  U;S"  econo«y  which  has  been  largely  ignored  by 
mi?M  i^!^P£aCtJti0nC"  of  metropolitan  economic  development  is  the 
multi-establishment  corporation. 2  The  U.S.  economy  in  general  is 
increasingly    h»<n»    ^<n.f^  u..    _    i ,  _  j  ^  _  .         ,        J  *C,1CI,A  19 


gJy  ?eing  Jdo«,in«ted  *>y  *  limited  number  of  corporations  and 
::?!i?rjate;  locatcd  in  »ultiPl«  pl-ces  (Pred,  1977).  These  .uUi- 
establishment  corporations  control  a  najority  of  jobs,  production  ind 
soace  L"??iv4M.the  S"S"  klFurthe"»°".  ^r  these  businesses  terri^or'al 
!?f  t  A  flexible  and  subject  to  constant  competitive  and  strategic 
nirM^i.!Ii„a8.  f  re8lflt  of  chan*in«  situations.  Governmental  units, 
a  11™  in^Mffi4  n3  ??d  5heir  con?unitie8'  have  their  authority  confined  to 
an^?hi.JPe«  iC  fnd  fiXCd  «e°*raPhic  territory,  however.  These  force?  work 
cSEiE^hl/wf'  a  8ituation  that  gives  multi-establishment  corporations 
considerable  influence  over  the  development    and  actions  of  communities  and 

conf^urat?^*11^  ,?f  th?1![w,f*Xe!  resources  and  ^oc.tioSl 

configuration,    multi-establishment    corporations  are    structuring  regional 
and  community  input-output    flows,    industry  linkages  and    location  fSrceS 
These  impacts  are  highlighted  in  the  following  p.g«.  AOC*"on  "rces. 

Changing  Conceptions  of  Regional  Economic  Growth 

h.ulrl?ii«!5ll£'  concePtions,  ©J  regional  and  local  economic  development 
H?f  u  ^  ?^  "growth  center"  (or  "growth  pole")  and  "hierarchical- 
a  fr^i°h  interpretations.  Growth  center  views  stress  that  development  at 
a  growth  center  or  pole  will  result  in  a  concentration  of  employment 
multipliers  and  other  effects  within  a  city  and  its  surrounding  hinterland 
(Boudevi lie,  1966;  Earickson,  1975).  The  growth  pole  view  thus  sees  "ne 
£  i»P«l"«  of  communities  as  largely  contained  within  the  region- 
growth  impulses  are  transmitted  from  the  growth  center  to  smaller  towns  in 
^iZnrrefi0n'  Hie  wchical-dif  fusion  interpretations  of  economic 
rtll  °E  I  stress  that  growth  spreads  on  an  inter-city  basis  primarily 
5TJo^.onthe,^c?klin*  down  of  Novations  through  the  urban  hierarchy 
(Thompson,  1965).  Thus,  economic  innovations  are  adopted  by  the  largest 
metropolitan  centers  and  diffuse  to  middle  and  lower-order  metropolitan 
centers.  Once  an  innovation  has  begun  diffusing  on  an  in terurban  basis, 
growth  impulses  diffuse  downward  within  the  region  surrounding  metropolitan 
centers  ( Be r ry  t  1 9 7 3 / ■ 
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While  these  interpretations  of  economic  growth  were  undoubtedly 
appropriate  at  a  certain  point  in  time,  rural  and  urban  economists  and 
ecologists  are  beginning  to  recognize  that  it  makes  more  sense  to  study 
organizations  —  particularly  multi-establishment  corporations  and  not 
specific  places,  regions  or  economic  factors  —  as  the  major  units  which 
organize  and  structure  the  growth  of  cities  and  adjacent  areas  (Lincoln, 
1977;  Pred,  1977;  Fritdland,  1982).  This  line  of  reasoning  flows  from  the 
dominance  of  the  U.S.  economy  by  a  relatively  small  number  of  large, 
complex,  spatially  dispersed  business  enterprises.  As  Pred  notes,  these 
multi-establishment  corporations  dominate  growth  and  development  processes 
because 

they  are  the  most  significant  implementors  of  explicit 
and  implicit  locational  decisions,  because  they  directly 
account  for  a  majority  of  job  opportunites  .  .  .  and 
because  they  are  the  most  important  propagators  of 
interurban  flows  of  goods,  services,  specialized 
information  and  capital  (1977:183). 

In  general,  multi-establishment  corporations  affect  economic  growth  in 
at  least  three  ways.  One  pathway  through  which  multi-establishment 
corporations  affect  the  economic  growth  of  cities  and  regions  is  through 
their  location  decisions.  Multi-estalbishment  corporations  generally  have 
at  least  three  organizational  levels.  Each  level,  in  turn,  has  its  own 
locational  requirement.  Top  level  functions  are  concerr  d  with  strategic 
and  non-routine  decisions.  Such  activities  require  extensive  direct 
personal  contacts,  a  rich  array  of  supportive  business  services  and  access 
to  high  quality  inter-city  transportation.  Information-rich  locations  are 
thus  most  likely  to  attract  the  top-level  control  functions  of  corporations 
and  conglomerates.  As  Lloyd  and  Dicken  (1977)  note.  25  cities  contain  the 
headquarters  offices  of  407  of  the  leading  500  industrial  corporations  in 
the  U.S.  Furthermore,  63  percent  of  the  headquarters  are  located  in  only 
nine  cities. 

Second-level  corporate  activities  focus  on  more  routine  administrative 
functions.  While  such  activities  also  require  information-rich  locations, 
the  tendency  is  less  pronounced  than  it*  the  case  for  top-level  functions 
since  telephone  and  written  communications  are  more  acceptable  for  this 
level.  Still,  such  needs  can  typically  only  be  met  in  population  centers 
of  some  size.  These  second- level  units  may  be  located  in  the  suburban 
fringe  of  a  central  city  where  the  corporate  or  conglomerate  headquarters 
is  located  or  they  may  be  located  in  sizeable  population  complexes  in  other 
regions  of  the  country,  depending  upon  the  product,  marketing  and 
administrative  strategies  characterizing  the  unit  (Pred,  1977:118). 

Production -oriented  units  of  multi-establishment  corporations  are  the 
most  "footloose"  units  of  the  organization.  They  may  be  found  in 
nonmetropolitan  »d  metropolitan  cities  of  widely  varying  sizes,  depending 
on  the  plant  a.  J  unit's  locational  requirements.  Specific  locational 
issues  are  discussed  in  a  later  section. 

More  pervasive  influences  upon  economic  growth  are  exerted  by  these 
multi-establishment  corporations  through  intra-  and  interorganizationally 
generated  inter-city    linkages.      Many  large    corporations  are    involved  in 
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K?2UCi5?J^8  ??2  8ervice8  *n  *>Oth  industrial  and  non-industrial  sectors. 
SSiSut  nSfc?  h  I  "^rations  and  conglomerates  to  develop  input  and 
output  links  between  various  units  and  sub-unit*  of  *h.  1  .•.•!,! 
organizational  entity.  for  example,  soil  coitions  are  vlrtlcaUy 
or  I'llZt  :ndtheh?0rp?rati°n  My  OWn  ■  8teel  Production  company,  as  weU  « 
2u  t?  !  -hf?  K8hif8  f°r  tr*n8PO«int  the  ore  to  processing  sites.  Other 
?  ^  8hi  "V0^4"0118    fre  horizontally  diversified:      Thus,  a 

£  3?S!tlo2  involved  in  l«rge-scale  real  estate  development  may  also  own 
n^Se?go?ndwT,,tniCti2n  bu8in«8«.  Such  characteristics  Jesuit  ?n™ 
JTSkw^  link*«e8  «d  multiplier  effects  between  cities  as  aiulti- 
dfvfS^w  cor*>r*tions  "do  business"  with  different  sub-"it5  «d 
divisions  that  are  part  of  the  larger  corporate  entity. 

criJ?^f°ri5*ni;ati?naily  *ener**ed  linkages  and    .ultipler  effects  are  also 

foster  nf^-a^r  *l8°  in«""d  mterorg.niz.tion.1  fntSrdep^ncie.  b? 
-?fh^.?g  greater  production  specialization,  thus  necessitatis  sore 
elaborate  input-output  relationships  for  any  given  facility?  * 

roJ5!^/OUple?  "fth    the  SP*"*1    characteristics  of  »ulti-establish«ent 

out.?5ee8thfr  hoTr  g  o"  '"Rob'nlSn.^^r^cx^pJe  n°fouSd*th.r,*ni"tf  Sn 

.rerr.natreffo°rtzooo.pfnditUre?  f°r  *2d»  >~S5l««  for^t 'ietro^itan" 
•J^SS   5    for  goods  and  services  produced  outside  the  region  (1969).      In  a 

(197?)     ^"that"8  iS"1™1"  in  th«  D'Hes/Ft.    Wortg,  T«"  Ree. 
\i?/o;      round    that      68    percent    of    the    materials     nurchA«.*rf  k» 
manufacturing  companies    came  fro.  outside    tK  SroLlit«  Lid  60 

?«asnt  OkT:hoSaa  thC  WC8t  S°Uth  Central  SS^StiS'iootSSiS 

liSkaies    of  aUS;8,      R"8    al8°  ««ined  ^e  backward  (input) 

linages    of   one     l*r«e   defense    contractor    in     the    DallasFt.  Vorth 
metropolitan  area.     Over  a    two  year  period  he  found  large    chanies  in  the 
mill  on  innfifU^ti0n  °f  thC  linki«"'    On  total  pu?ch«ef  of  $£f  ana  $393 
1    °"     c       of0^*!"8',  procur«"nt  f™»  California  grew  fro.  13  percent 

Mt-^J  4iXen  Cifyi  then'  wil1  have  a  nu»ber  of  interdependencies  ith  other 
e^abllJS^nr*10118  *\.*  re8ult  °f  the  *rowth  *nd  dominance  of  multi- 
establisbsent    corporations.      Because    these    businesses  control  capital, 

network  tfhUS'^l?1     because  they    have    an  extensive  organizational 
5        ?        the  Production»    marketing,    and    distribution  of  their 
CMrdiSSiSS^.S.    a?2becau8e    of  their  administration,  information^ 
needs,    these    corporations    will  rely    on    areas  and  cities 
outside  any  given  locality  where  they  operate.  cities 

irelsler^n  i2Kfd\  ™™et;°Polit«n  cities  and  areas  will  have  a  BUch 
their  L2??;i!J  interdpendence  than  metropolitan  communites  because  o? 
their  smaller  and  generally  less  diverse  economy.  Furthermore,  economic 
growth  for  nonmetropolitan    towns  and  cities  will    not  be TfiEEtioS    of  an 
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adjacent  or  nearby  metropolitan  area,  or  even  of  the  region  the 
nonmetropolitan  city  is  in.  Rather ,  growth  will  largely  be  a  function  of 
the  linkages  which  local  businesses  have  to  organizations  in  other  cities 
in  other  regions  (Pred,  1977:108).  This  ii>  a  product  of  the  fact  that  a 
given  multi -establishment  corporation  is  likely  to  have  job-control 
linkages  through  its  plants  located  in  other  metropolitan  areas  and  the 
smaller  towns  in  the  hinterlands.  The  implication  of  these  relationships 
is  that  investment  and  activity  increases  in  a  given  locality  are  likely  to 
have  both  intraorganizationally  and  interorganizationally-based  multiplier 
effects  that  take  place  in  other  areas  (Pred ,  1977:116). 

In  summary,  the  structure  of  city  and  area  interdependencies  resulting 
from  the  intra-  and  interorganizational  relationships  of  multi- 
establishment  corporations  is  complex.  It  is  becoming  increasingly  clear, 
however,  that  the  economic  dominance  and  spatial  diversity  of  such  business 
organizations  is  resulting  in  most  cities  and  regions  finding  that  a 
substantial  portion  of  their  growth  impulses  are  a  function  of  activities 
in  other  regions  and  cities.  This  contrasts  with  traditional  views  of 
regional  and  urban  development  which  have  stressed  "growth  center"  or 
"growth  pole"  and  hierarchical-diffusion  conceptions  of  development. 


Dependency  Perspectives  of  Nonmetropolitan  Development 


For  years,  theories  of  metropolitan  dominance  have  had  a  prominent  place 
in  thinking  about  regional  economic  development.  However,  metropolitan- 
hinterland  relationships  have  generally  been  visualized  as  involving  mutual 
interdependence  more  than  outright  dominance  or  exploitation  (Duncan,  et 
al.,  1960:84).  Accordingly,  the  development  of  interdependencies  through 
trade  and  employment  with  metropolitan  areas  has  been  seen  as  the  route  by 
which  small  nonmetropolitan  communities  gain  access  to  the  higher  level  of 
productivity  and  resources  of  the  entire  economic  system  (Hawley, 
1950:225). 

In  recent  years,  an  alternative  interpretation  of  the  metropolitan- 
hinterland  relationship  has  developed  around  the  notion  of  metropolitan 
dominance,  or  hinterland  dependence.  This  latter  perspective  emphasizes 
that  when  market  economies  prevail,  the  development  of  regions  will  be 
uneven  and  that  metropolitan  areas  will  develop  at  the  expense  of  the 
hinterland.  Metropolitan  areas  are  thus  seen  as  being  centers  for  capital 
and  the  control  of  production  and  resource  development  functions  which  may 
be  assigned  to  nonmetropolitan  locations  (Gras,  1922).  Positive  benefits, 
or  spin-offs,  will  be  utilized  more  extensively  in  the  metropolis,  while 
negative  spin-offs  will  be  disproportionately  assigned  to  the  rural  area; 
in  this  sense  nonmetropolitan  locations  are  "exploited." 

Galtung  (1971)  identifies  three  historical  phases  of  metropolitan 
domination  over  the  rural  hinterland.  Colonization,  the  first,  is 
characterized  by  the  taking  of  rural  resources  with  no  compensation.  The 
second  phase  involves  unequal  resource  exchanges  whereby  metropolitan  areas 
derive  benefits  which  are  greater  than  those  accruing  to  nonmetropolitan 
locations.  In  this  phase,  markets  for  products,  for  example,  are  more 
highly    developed    in    metropolitan    locations    and    are    thus    more  fully 
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utilized;  metropolitan  locations  thus  benefit  m"»re  than  nonmetropolitan 
locations.  In  yet  a  third  phase,  dominant  locations  utilize  spin-off 
effects  of  economic  processes  to  maintain  power  and  resources.  Thus, 
technologies  resulting  from  earlier  technological  advances  are  retained  in 
metropolitan  locations  to  serve  as  the  basis  for  new  economic  activities 
and  productivity  advances.  Likewise,  metropolitan  areas  export  negative 
spin-offs  to  the  hinterland.  The  location  in  rural  areas  of  power- 
generating  facilities  serving  metropolitan  markets  is  such  an  example. 

As  Galtung  (1971)  indicates,  the  crux  of  dependency  theory  today  lies  in 
the  superior  ability  of  U.S.  metropolitan  locations  to  utilize  the  "spin- 
offs of  economic  activities.  While  the  specific  implications  of  this 
perspective  for  nonmetropolitan  economic  development  are  dealt  with  in 
detail  later,  some  general  examples  follow. 

One  major  spin-off  of  economic  development  is  profit  <Lovejoy  and 
Krannxch,  1982).  Because  so  much  of  the  capital  for  industrialization  in 
nonmetropolitan  areas  comes  from  the  metropolis,  however,  small  communities 
are  not  able  to  benefit  from  profits  which  may  accrue  as  a  result  of  new 
manufacturing  development.  Not  only  is  the  majority  of  capital  centered  in 
metropolitan-based  institutions,  but  many  nonmetropolitan  banks  and  capital 
organizations  are  branches  or  subsidiaries  of  those  metropolitan-based 
entities.  While  the  ability  to  capture  profits  or  returns  on  investments 
varies  by  region,  nature  of  the  development  and  the  community,  to  the 
extent  that  profits  flow  back  to  metropolitan  areas,  nonmetropolitan 
development  will  be  at  reduced  levels. 

Nonmetropolitan  areas  may  also  lose  out  in  economic  development  if 
resources  extracted  or  processed  in  the  hinterland  are  not  owned  by  local 
or  area  residents.  Thi&  is,  for  ..11  practical  purposes,  the  reverse  of  the 
capital  and  profit  spin-off  problem.  If  resources  are  owned  by  non-local 
corporations,  then  sales  of  the  resources  produces  no  direct  local  gain 
beyond  the  new  jobs  and  economic  activity  resulting  from  Job  creation. 

Economic  activities  also  produce  spin-off  technologies.  For  the  most 
part,  spin-offs  are  disproportionately  centered  in  metropolitan  locations. 
Nonmetropolitan  areas  tend  to  acquire  industrial  activities  late  in  the 
product  cycle  (Rees,  1980).  As  a  result,  technologies  are  routinized,  and 
the  industry  is  often  on  a  production  plateau  or  even  declining.  Newly 
developing  technologies  and  experimental  research  and  development  work,  on 
the  other  hand,  tend  to  be  clustered  in  a  relatively  small  number  of 
metropolitan  areas,  particularly  near  corporate  headquarters  locations. 
Such  activities  tend  to  spin-off  new  ideas  and  techniques,  thus  serving  as 
a  "seedbed"  for  additional  economic  activity.  Because  of  their  small  size, 
diversity  and  capital,  nonmetropolitan  areas  are  not  able  to  utilize  such 
potentials  to  their  fullest. 

Another  spin-off  of  new  econcmic  development  is  the  multiplication 
effect  ^f  new  wages  in  a  nonmetropolitan  community.  Based  upon  economic 
base  theory,  new  export  base  jobs  (jobs  associated  with  producing  a  good 
primarily  sold  outside  the  area)  produce  economic  waves  in  communities 
which  create  "local"  jobs  --  jobs  associated  with  many  types  of  services 
and  retailing,  for  example.  To  the  extent,  however,  that  the  enterprise  is 
owned  by    non- locally  headquartered  organizations  and    persons,  multiplier 
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effects  are  likely  to  be  retarded.  This  is  a  function  of  the  non-local 
linkage  dynamics  explored  earlier  in  the  context  of  multi-establishment 
corporations,  as  well  as  the  linkages  between  the  local  production  unit  and 
control  units  in  the  metropolis.  Such  a  structure  often  means  that 
purchasing  and  other  spending  decisions  and  actions  are  made  non-local ly. 
Just  as  important,  the  smaller  number  of  control  functions  located  in 
nonmetropol itan  places  acts  to  reduce  the  number  of  higher  paid 
professional  and  managerial  employees.  This  dampens  the  impact  of  t»cw 
nonmetropol Iran  industrial  installations  since  the  standard  multiplier 
effects  are  based  upon  industrial  activities  in  a  metropolitan  context  -- 
activities  that  generally  contain  a  larger  compliment  of  managerial  and 
professional  employees.  , 

Finally,  some  nev  industrial  or  economic  activities  involve  negative 
spin-offs  such  as  air,  water  or  land  contamination  and  degradation.  To  the 
extent  that  this  occurs  without  compensation  to  the  nonmetropolitan  area 
oeyond  new  jobs,  the  development  may  produce  net  economic  and  nor -economic 
losses  to  the  developing  area. 

Typically,  metropolitan  dominance  perspectives  have  taken  th*  for*^  of 
positing  hinterland  dependence  upon  a  metropolitan  center  or  centers  within 
a  region.  Given  the  knowledge  we  have  of  how  multi-establishment 
corporations  ha/e  altered  intra-  and  interregional  economic  exchanges  and 
flows,  it  is  moi*e  reasonable  to  posit  a  more  general  non-metropolitan 
dependence  upon  metropolitan  areas.  The  critical  unit  of  analysis  -- 
according  to  the  multi-establishment  perspective  —  is  not  geographic,  it 
is  the  modern  corporatioi.  and  conglomerate . 

To  understand  metropolitan  dominance  today,  then,  we  should  not  look  so 
much  at  trading  and  other  economic  linkages  within  a  region,  'but  at  the 
division  of  labor  in  modern  business  structures  and  the  co-occurrence  of 
this  with  metropolitan  and  nonmetropolitan  locations.  As  noted  earlier, 
the  secondary  coordination  and  tertiary  production  functions  of  multi- 
establishment  corporations  have  beccce  more  "footloose"  in  recent  years, 
but  the  control  functions  of  these  business  enterprises  remain  centered  in 
large  metropolitan  areas.  Pappenfort  (1959)and  Lieberson  and  Allen  (1965) 
indicate  that,  within  industries,  metropolitan  areas  are  characterized  by 
greater  centralization  of  administrative  offices  than  production 
components.  Likewise,  Winsborough  (1960)  found  that  employment  in  clerical 
tasks  increases  with  city  size  and  that  employment  in  operative  occupations 
declines. 


More  recently,  Rees  (1980)  has  indicated  that  while  manufacturing 
employment  has  decentralized  from  metropolitan  to  nonmetropolitan  areas, 
employment  relating  to  control  and  organizational  maintenance  remains  in 
the  metropolitan  centers  (even  though  there  has  been  a  decentralization  of 
control  functions  from  "Frostbelt"  to  "Sunbelt"  metropolitan  areas). 
Information  cr\  recent  changes  in  metropolitan  and  nonmetropolitan 
employment  are  also  indicative  of  this  continuing  metropolitan- 
nonmetropolitan  division  of  labor.  During  the  1970-197>pcriod, 
metropolitan  manufacturing  employment  declined  by  1.6  percent,  while 
growing  by  15  percent  in  nonmetropolitan  areas.  Despite  the  overall 
decline  in  manufacturing  employment  in  metropolitan  locations, 
manufacturing    professional  and    managerial    employment    increased  by  14.1 
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percent  during  the  same  time  period;  numerically,  professional  and 
managerial  employment  increased  by  340,000  in  metropolitan  locations  and  by 
only  171.000  in  nonmetropolitan  areas  (U.S.  Department  of  Commerce,  1978). 
Another  perspective  of  the  maintenarcc  of  control  functions  in  metropolitan 
JJ"S  provided  in  a  study  of  corporate  disinvestment  trends  during  the 
1977-108.  period.  which  found  that  manufacturing  corporations  were  much 
less  likely  to  reduce  employment  in  the  metropolitan  area  where  the 
headquarters  waa  located  than  elsewhere  in  the  U.S.  (Sheets,  Smith  and 
Voytek,  forthcoming,  1985). 

Thus  while  economic  linkages  aie  no  longer  primarily  characterized  by  a 
regiona  hierarchy  or  even  an  interregional  hierarchy,  the  control 
functions  are.  and  continue  to  be.  centered  in  metropolitan  locations, 
whether  or  not  the  flow  of  causality  is  on  the  order  of  exploitation  of  the 
hinterland  by  metropolitan  areas  is  not  as  well  documented  as  might  be 
preferred.  The  perspective  has  potential  utility,  however,  in  that  it  does 
alert  economic  developers  to  fundamental  features  of  today's 
nonmetropolitan  economy,  and  it  can  help  put  lagging  nonmetropolitan 
economic  performance  in  perspective. 

In  summary,  the  nonmetropolitan  dependency  perspective  alerts  us  to  the 
possibly  exploitative  ard  development-dampening  effects  of  metropolitan- 
nonmetropolitan  interdependencies  in  today's  advanced  industrial  economy. 
The  important  points  in  regard  to  this  perspective  are  several.  First 
control  functions  are  largely  centered  in  metropolitan  areas.  Second, 
metropolitan  places  have  a  superior  power  to  effectively  utilize  the  spin- 
ous of  economic  deve'opment  to  their  advantage.  Norunetropolitan  places 
must  thus  act  to  minimize  the  negative,  and  maximize  the  positive  spin-offs 
~.  economic  development.  while  this  is  difficult  in  today's  complex 
economy  and  industrial  structure,  it  is  imperative  that  nonmetropolitan 
communities  identify  potential  and  actual  spin-offs,  measure  their  local 
utilization,  and  take  corrective  action,  where  possible. 


Nonmetropolitan  Manufacturing  Location  Trend? 


Industrial  jobs  are  vied  for  because  they  have  the  potential  to  provide 
moie  employment  and  bring  in  new  income  for  nonmetropolitan  communities. 
Generally,  it  is  hoped  that  more  jobs  and  increased  incomes  will  reduce 
outmigration  and  improve  individual  and  community  economic  and  social  well- 
being.  Although  industry  attracted  to  nonmetropolitan  places  has  typically 
paid  wages  below  the  national  average  for  all  manufacturing  industries,  the 
wages  have  tended  to  be  higher  than  is  the  rule  for  small  towns  in 
nonmetropolitan  arta*  (Tweeten  and  Brinkman,  1976).  Higher  incomes, 
coupled  with  reduced  outmigration,  result  in  a  greater  support  base  for 
service  and  retail  establishments,  as  well  as  governmental  services,  so  the 
traditional  export  base  theory  argues. 

For  these  reasons,  as  well  as  others,  industrial  development  has 
typically  been  selected  as  thi  primary  route  to  economic  development  in 
nonmetropolitan  locations. 3  Yet,  as  one  might  guess,  the  success  of 
nonmetropolitan  economic  development  programs  has  been  mixed.  In  fact, 
there    is    much    evidence    that      the    general    growth    of  nonmetropolitan 
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manufacturing  employment  has  been  a  function  of  broader  forces  of  economic 
decentralization  rather  than  federal ,  state,  or  ^ocal  policies  designed  to 
promote  such  growth.  But,  within  nonmetropoli tan  America,  some  communities 
have  grown  while  others  have  not.  Are  there  factors  which  can  be 
associated  with  the  differential  success  of  these  communities?  The 
literature  on  industrial  location  provide*  some  good  clues. 

Structural  Processes  of  Manufacturing  Decentralization 

Rees  argues  that  at  least  four  types  of  industrial  decentralization 
processes  have  been  underway  in  the  U.S. :  (1)  an  international  movement 
involving  shifting  production  from  American  to  foreign  locations;  (2)  an 
interregional  movement  involving  the  diffusion  of  manufacturing  employment 
from  the  core  manufacturing  region  (North  Central  and  North  East  census 
regions)  of  the  country  to  periphery  regions;  (3)  suburbanization  involving 
the  spread  of  manufacturing  throughout  metropolitan  areas,  particularly  in 
outlying  fringe  locations;  and  (A)  nonmetropoli tan  shifta  (1980).  Rees 
argues  that  "..  market  mechanisms,  working  through  structural  changes 

brought  about  by  new  technology,  have  played  significant  roles  in  these 
industrial  decentralization  processes"  (1980:145). 

In  general,  the  factors  important  in  understanding  interregional  shifts 
in  industry  employment  in  the  U.S.  are  also  useful  in  understanding  the 
shift  to  metropolitan  areas.  Among  the  most  important  are  the  use  of 
underemployed  females  who  are  in  the  labor  force,  lower  wage  rates,  the 
existence  of  a  strong  work  ethic,  lower  levels  of  unionization,  lower  cost 
land,  and  improved  communication  and  transportation  networks. 

Product  life-cycle  processes  also  underlie  much  of  the  movement  of 
industry  to  nonmetropoli  tan  locations  in  the  last  two  decades.  As 
developed  by  Vernon,  the  product  cycle  model  posits  that  products  evolve 
through  three  distinct  stages.  First  is  an  innovation. stage  where  a  new 
product  is  manufactured  in  the  home  region  of  the  business  enterprise  and 
introduced  in  new  markets  through  "exporting."  The  second  phase  is 
characterized  by  growth  in  external  demand  which  ultimately  leads  to  direct 
investment  in  production  facilities  and  routinization  of  production 
technology.  "Standardization"  characterizes  the  third  stage  and  is 
typically  manifested  in  shifting  production  to  low-cost  locations.  The 
importance  of  these  stages  for  understanding  nonmetropoli tan  manufacturing 
job  growth  lies  in  the  geographic  patterns  of  product  cycles;  the  product 
innovation  stage  is  generally  carried  out  in  technology-rich  areas  in  or 
near  large  metropolitan  locations,  while  standardization  favors  lower  cost 
nonmetropoli tan  places. 

In  summary,  then,  much  of  the  growth  in  nonmetropoli t?n  manufacturing 
employment  has  come  as  a  result  of  broader  processes  of  decentralization 
including  the  pull  of  demand  in  peripheral  regions  and  the  search  for  lower 
cost  production  factors.  It  is  doubtful  that  the  major  impetus  for 
nonmetropoli tan  manufacturing  job  growth  has  been  the  incentives  (whether 
they  be  financial,  land,  buildings  or  labor  training)  offered  by  rural 
onomic  development  programs.  This  is  substantiated  in  large  part  by 
studies  of  specific  plant  location  decision  processes. 

The  Dynamics  of  Industry  Location  in  Nonmetropoli tan  Areas 
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Twcctcn  and  Brinkman  (1976:230-231)  note  that  nonmetropolitan  areas 
received  the  majority  of  new  employment  in  19  of  21  two-digit  manufacturing 
industries  from  1947-1967.  Perhaps  most  important,  the  nonmetropolitan 
share  of  total  national  employment  increased  during  this  same  period  in  11 
of  the  21  manufacturing  industries  (texti)*s,  apparel,  furniture, 
chemicals,  petroleum  refining,  rubber  products,  primary  metals,  electrical 
machinery,  transportation  equipment,  instrument©,  and  "miscellaneous").  In 
an  analysis  of  Dun  and  Bradstreet  data  for  the  1970' s,  Schmenner  (1982) 
found  that  nonmetropolitan  areas  gained  in  their  share  of  total  national 
employment  in  each  of  nine  broad  manufacturing  industry  groups.  Industries 
especially  prevalent  in  nonmetropolitan  areas  were  "Forest-Tied"  (lumber 
and  paper)  and  "Labor-Rate  Sensitive"  (textiles,  apparel,  furniture, 
leather,  household  appliances,  electric  lighting  and  wiring,  and  radio  and 
television  receivers)  industry  groupings.  Two  industry  groupings  were 
rather  evenly  distributed  across  metropolitan  and  nonmetropolitan  locations 
("Agriculture-Tied"  and  "Heavy  Chemicals/Oil/Rubber/Class"),  while  the 
remainder  were  tied  to  metropolitan  locations. A 

Most  business  site  selection  processes  involve  regional  and  then  local 
analysis  components.  Evaluations  typically  revolve  around  a  comparison  of 
the  costs  and  benefits  of  alternative  sites.  Among  the  items  frequently 
examined  arc  site  and  site  preparation  costs;  equipment  coses;  labor  and 
fringe  benefit  costs;  start-up  cost*  (training  and  initial  production 
inefficiencies.  for  example);  working  capital  requirements  such  as 
inventories,  materials  and  accounts  receivable;  freight  (in  and  out)  costs; 
taxes;  workmen's  and  unemployment  compensation  payments;  relocation 
expenses  of  managers  and  other  employees  to  be  moved;  and  a  forecast  of 
expected  revenues  to  be  generated  through  the  new  plant  (Schmenner, 
1982:31).  While  the  level  of  detail  and  sophistication  involved  in 
developing  this  information  varies  across  business  establishments,  assembly 
of  the  data  usually  requires  repeated  iterations.  Most  companies  feel 
satisfied  with  their  process,  however,  because  they  simplify  the  early 
stages  of  the  selection  process  by  using  "checklists"  and  other  short-hand 
approaches  to  identifying  regions  and,  ultimately,  sites. 

An  initial  focus  by  companies  is  on  the  "musts"  —  things  that  have  to 
be  present  at  the  new  location  in  order  to  be  competiti'  «?  md  make  a  profit 
—  as  opposed  to  the  "wants"  things  that  are  desirable,  but  which  can  be 
foregone  if  the  "musts"  are  compromised  too  much.  The:««  factors  are  a 
product  of  a  company's  prevailing  mult ipl ant  nanufactur i».g  strategies  and 
the  primary  operational  costs  which  are  related  to  lo.ation  (Schmenner, 
1982:37).    Six  requirements  are  dominant  in  the  site  selection  process: 


--labor  costs 

--labor  unionization 

--proximity  to  markets 

--proximity  to  supplies  and  resources 

--proximity  to  other  ccs^any  facilities;  and 

--area  quality  of  life. 
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Despite  these  general  tendencies*  and  they  are  Just  that,  it  is  extremely 
difficult  to  pinpoint  the  exact  impact  of  a  single  factor  on  a  company's 
location  decision  process.  Manufacturers  see  themselves  as  being 
constrained  in  their  location  search  in  widely  varying  ways  Labor  costs 
are  more  critical  to  some  industries  than  to  others.  Proximity  to  markets 
is  a  major  conaideration  for  some,  but  not  for  others.  The  competitive 
advantage  which  might  accrue  to  a  nonmetropolitan  community  as  a  result  of 
shifting  the  cost,  availability,  or  quality  of  a  given  factor  (through  the 
local  economic  development  program),  then,  depends  on  which  areas  the 
community  is  being  compared  to,  the  strength  of  changes  brought  about  by 
the  shift,  *nd  the  companies  and  industries  which  might  be  affected  by  the 
shift. 

As  indicated  earlier,  the  first  phase  of  the  site  decision  process 
focuses  on  identifying  a  region  or  state  in  which  to  locate.  Among  the 
most  important  "musts"  at  this  point  are  labor  climate  and  market 
proximity.  While  over  75  percent  of  the  new  or  relocating  plants  surveyed 
by  Schmenner  (1982)indicated  labor  climate  as  an  initial  must,  there  were 
industry  variations.  As  might  be  expected,  Cost-Senaitive  industries  rated 
this  very  high.  Industrial  Machinery  and  Transportation,  Heavy  Metalsand 
Specialty  Chemicals/Metals  also  rated  this  factor  as  a  critical  must. 
Labor  climate  was  less  important  to  Forest-  and  Agriculture-Tied  plants. 
Market  proximity  was  rated  by  55  percent  of  the  plants  as  a  must  in  the 
initial  stage.  Again,  variations  exist  across  industry  groupings,  with 
Market  Sensitive  industries  (food  processing,  paper  converting,  printing, 
plastics  fabrication,  can  making  and  miscellaneous  manufacturing)  placing 
greatest  weight  on  this  factor.  Labor  cost-sensitive  industries,  dealing 
with  specialized  products  with  wide  geographic  distribution  were  not  as 
concerned  with  market  proximity,  on  the  other  hand.  Around  one-third  of 
the  plants  rated  quality  of  life,  proximity  to  inputs/supplies,  and  low 
labor  costs  as  important  musts  in  the  first  stage  of  the  location  decision 
process  (Schmenner,  1982:152).  Similar  findings  are  reported  by  other 
researchers  (Summers,  et  al.,  1976). 

In  the  second  phase  of  the  location  process,  attention  focuses  on  local 
or  site-specific  factors.  Across  all  industries,  rail  service,  proximity 
to  an  expressway  or  interstate  and  utilities  were  listed  by  at  least  one- 
third  of  the  plants  as  site  "musts."  Again,  there  are  variations  across 
industries,  as  might  be  expected.  Most  frequently  mentioned  as  "desirable" 
site-specific  factors  were  favorable  labor  climate  (74%),  low  land  costs 
(60%),  proximity  to  markets  (42%),  low  taxes  (35%),  on  an  expressway  (35%), 
rail  service  (30%),  and  low  wage  costs  (28%).  Rated  low  were  government 
financing  (13%)  and  available  land  and  buildings  (3%)  (Schmenner, 
1982:151). 

In  thinking  about  these  location  factors,  two  broad  categories  can  be 
identified  *  factors  under  community  control  and  factors  not  under 
community  control.  Proximity  to  markets,  proximity  to  supplies  and 
resources,  proximity  to  other  company  facilities,  transportation  networks, 
federal  and  state  development-related  policy,  and  certain  other  factors  are 
not  typically  under  community*  control.  As  Tweeten  and  Brinkman  (1976) 
note,  these  factors  can  be  exploited,  but  they  must  usually  be  accepted  by 
the  community.  Community  controlled  factors  include  the  cost  and 
availability  of  land  and  buildings,  taxes,    public  services,    financial  and 
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other  development  incentives,  and  aspects  of  the  local  labor  force  (only 
partially  controllable). 

While  some  of  the  most  important  "musts"  are  out  of  the  control  of 
communities,  hard  work  in  supplying  accurate  and  detailed  information  on 
community-controlled  factors  can  overcome  deficiencies  in  other  areas.  In 
a  study  of  development  in  Southeast  Kansas,  Brinkman  (1973)  found  that  more 
than  one-half  of  new  plants  indicatjd  that  factors  under  the  control  of 
communities  were  critical  in  the  final  site  selection.  Tipping  the  scales 
were  the  existence  of  community  facilities  for  business  operation 
(buildings,  land,  utilities),  financial  assistance  (most  often  adequate 
private  financing  at  unsubsidized  rates),  and  positive  community  attitudes 
toward  business  and  private  enterprise.  Similar  findings  are  reported  by 
Shaffer  and  Tweeten  (1974)  and  by  Schmenner  (1980).  Overall  evaluations, 
rather  than  evaluations  of  individual  location  factors,  are  generally  most 
influential  in  final  site  selection  decisions. 

In  summary,  there  are  a  number  of  important  points  made  in  the 
literature  on  industry  location  decisions  which  are  relevant  to  efforts  to 
increase  nonmet ropolitan  manufacturing.  First,,  broad  forces  of  economic 
decentralization  have  been  and  continue  to  be  at  work.  Because  of  the 
importance  of  cost  and  other  factors  associated  with  nonmet ropolitan 
location  (e.g.,  a  nonmet ropol i tan  comparative  advantage),  some 
nonmetropolitan  communities  will  be  the  locational  choice  of  industry 
without  doing  anything.  While  these  communities  will  likely  be 
overwhelmingly  located  in  the  growing  Sunbelt  areas  where  cost,  market  and 
labor  climate  advantages  co-occur,  there  will  be  some  nonmetropolitan 
growth  in  every  region,  even  if  there  is  no  emphasis  upon  economic 
development  Second,  the  locational  decisions  of  manufacturing  enterprises 
have  commonalities  and  permit  targeted  recruiting  efforts  if  industry- 
specific  locational  needs  and  local-area  comparative  advantages  are 
understood  by  nonmetropolitan  community  economic  development  decision 
makers  While  site  selection  specialists  and  manufacturing  corporations 
have  built-in  biases  in  regard  to  locational  issues,  these  forces  can 
sometimes  be  overcome  by  sound  and  detailed  local -area  planning.  Third, 
while  non-community-controlled  factors  are  generally  most  critical  in  the 
location  decision,  communities  can  overcome  deficiences  (where  they  exist) 
by  working  hard  on  factors  under  local  control. 

In  particular,  nonmetropolitan  communities  can  seek  to  create  a  climate 
conducive  to  business  by  ensuring  quick  and  professional  permitting  and 
regulatory  clearances,  and  by  helping  with  the  infrastructure  and  capital 
improvements  needs  of  potential  new  lrdustry.  In  small  communities  where 
the*>e  things  are  generally  easy  to  do  anyway,  having  a  well  coordinated 
development  effort  with  an  identifiable  contact  person  or  position  can 
facilitate  community- industry  efforts.  Overall  community  appearances  and 
public  services  are  also  important.  Working  with  area  vocational  schools, 
community  colleges  and  state  and  area  job  training  programs  to  develop 
"customized"  training  for  new  business  can  be  a  useful  tool  as  well.  Such 
labor  training  efforts  are  rated  as  important  in  states  where  they  are  used 
(Schmenner,  1982,  Fichner,  1970).  Training  can  be  critical  in  acquiring 
industry  with  higher  skill  needs,  and  thus,  higher  wages.  This  could  help 
nonmetropolitan  communities  break  o*'t  of  the  low  skill,  standardization, 
declining/stable    industry  syndiome    twat  is    so  often    prevalent  in  these 
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Areas.  In  fact,  recent  research  by  Rees  (1980)  indicates  that  periphery 
and  nonmetropolitan  areas  of  the  U.S.  may  be  receiving  manufacturing 
facilities  earlier  in  the  product  cycle  —  a  factor  which  will  be  important 
in  future  income  gains.  This  shift  probably  is  in  response  to  the 
upgrading  of  the  nonmetropolitan  workforce*  as  well  as  the  maturing  of 
metropolitan  centers  in  periphery  areas  of  the  country. 

In  addition  to  working  with  the  state  capitol  to  enhance  the  business 
climate  of  the  state  and  the  quality  of  the  workforce,  these  probably 
represent  the  actions  which  communities  in  nonmetropolitan  areas  can  most 
effectively  and  efficiently  undertake.  There  is,  however,  a  widespread 
perception  in  nonmetropolitan  (and  metropolitan)  areas  that  economic 
subsidies,  in  the  form  of  tax  abatements  and  reductions,  free  or  low  cost 
land,  and  buildings,  are  necessary  to  attract  industry.  While  this  is 
sometimes  necessary  and  can  "tip  the  scales"  in  a  community's  favor,  all 
too  often  subsidies  represent  a  case  of  "supply  creating  its  own  demand." 
Despite  the  voluminous  information  on  the  general  lack  of  importance  of 
financial  subsidies  in  industry  decisions  (Summers,  et  1976;  Harrison 

and  Kanter,  1978;  Schmenner,  1982),  communities  continue  to  offer  a  wide 
range  of  them.  There  is  no  doubt  that  some  subsidies  are  needed  and 
efficacious,  but  most  are  simply  taken  advantage  of  because  they  are  made 
available.  The  rush  to  subsidize  industry  is  a  function  of  nonmetropolitan 
desire  for  development,  as  well  as  business  desire  to  add  to  the  "corporate 

!     surplus"  (Smith,  forthcoming,    1985;    Bachelor,    1982).      Subsidies  must  be 

j     carefully  cos ted  out. 

Several  caveats  must  be  noted.  In  recent  years,  a  growing  number  of 
people  have  been  arguing  that  economic  development  efforts  should  focus 
more  on  helping  new  businesses  start  up  and  existing  small  businesses  to 
expand.  Thus,  rather  than  chasing  after  the  branch  plants  of  multi- 
establishment  corporations,  we  should  focus  on  the  existing  economic  base 
and  would-be  entrepreneurs.  This  new  perspective  has  largely  developed 
around  the  work  of  David  Birch  (1979). 

In  wrestling  with  the  disparities  in  employment  growth  that  are  so 
painfully  visible  across  the  country,  Birch  found  that  when  he  looked  at 
the  underlying  dynamics  or  components  of  employment  change  (rather  than  net 
change),  that  most  places  tend  to  lose  relatively  equal  proportiors  of 
their  employment  base  each  year  through  business  closures  and  contractions. 
Thus,  if  we  view  jobs  as  water  in  a  bath  tub,  we  can  see  that  most  areas 
lose  about  50  percent  of  their  job  base  every  five  years.  To  quote  Birch, 
"Differences  between  water  levels  and  the  tubs  must  depend  almost  entirely 
on  how  fast  the  faucets  filling  the  tubs  are  running.  That  is  the  rate  at 
which  new  replacement  jobs  are  being  generated"  (1980:230).  Who  makes  the 
decisions  about  replacement  jobs?  For  any  given  area,  Birch  found  that 
small  (e.g.,  20  or  fewer  employees),  young  (e.g.,  four  years  or  less) 
establishments  generate  around  80  percent  of  the  replacement  job*. 
Employment  growth,  then,  is  very  much  tied  to  job  generation  capacities  of 
small,  young,  existing  establishments  and  the  development  of  new 
establishments. 

In  general,  Birch's  advice  is  sound.  It  is  sound,  however,  not  because 
of  the  overwhelming  importance  of  small  business  to  employment  growth. 
Instead,    it  is    sound  because  it  recognizes    the  potentially  destabilizing 
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influence  of  too  heavy  a  dependence  upon  branch  plants  for  a  given 
community  or  area.  In  fact,  reanalysis  of  Birch's  Dun  and  Brads treet  data 
for  the  1969-1975  time  period  indicated  that  many  of  the  "small" 
establishments  creating  jobs  were  actually  branches  or  subsidiaries  of 
corporations  and  conglomerates  (Odle  and  Arroington ,  1982).  When  assigned 
their  parent  company's  employment  total  rather  than  the  employment  for  the 
local  branch  or  subsidiary,,  the  job  generating  differences  between  small 
and  large  establishments  largely  disappeared.  Efforts  to  develop 
nonmetropolitan  manufacturing  employment,  then,  must  focus  on  recruiting  as 
well  as  nurturing  new  production  ventures  and  existing  operations. 
Particularly  important  are  locally  owned  enterprises  which  are  likely  to  be 
more  responsive  and  loyal  to  community  needs.  Such  companies  are  also  more 
likely  to  emphasize  hiring  employees  locally  and  purchasing  production 
inputs  locally,  where  feasible.  Each  of  these  tendencies  enhance 
multiplier  effects. 

Finally,  nonmetropolitan  conceptions  of  what  constitutes  "basic"  or 
export  industry  must  become  richer.  Many  service  activities  (e.g., 
busin  «s<  services,  health  and  nursing  care)  will  draw  income  to  a 
commu  In  fact,  for  many  communities  in  the  largely  agricultural  areas 

of  tht  *t  Plains,  the  development  of  services  for  the  far-flung  and 
spa-:**  ttled  farming  and  ranching  lands  is  often  the  most  viable  option 
for  devi  >pment  in  the  future.  Larger  cities  have  taken  away  much  of  the 
shopping  and  retail  trade.  Nonmetropolitan  communities  must  also  try  to 
capitalize  on  notable  historic  sites  by  tying  attractions  into  tourism 
trade.  Relatively  small  expenditures  on  historic  resources  can  increase 
the  economic  impacts  of  tourism  (Mintier,  1983:18;  Putz,  Vaite,  Jahr,  1979) 
which  in  itself  is  a  major  (if  not  the  major)  industry  in  many 
nonmetropolitan  states  and  areas.  Finally,  communities  must  attempt  to 
identify  and  develop  strategies  whi^n  incorporate  cash  transfer  payments 
into  thei .  economic  development  efforts.  As  Hirschl  and  Summers  (1982) 
note,  nonmetropolitan  communities  are  not  simply  centers  of  production  and 
consumption.  They  are  also  areas  where  cash  and  commodities  circulate;  the 
process  of  circulation,  whether  xt  be  fueled  by  income  from  jobs  or  by 
income  from  transfer  payments,,  determines  the  nonbasic  sector. 


The  Impacts  of  Nonmetropolitan  Industrialization 


As  indicated  in  the  previous  section,  nonmetropolitan  economic 
development  efforts  are  predicated  on  the  assumption  that  jobs  will  be 
created  for  community  residents,  that  incomes  will  rise,  that  population 
frowth  will  occur,  and  that  trade  vill  be  stabilized  or  grow.  Do  these 
impacts  materialize  once  industrialization  takes  place?  If  not,  why? 
These  are  the  questions  that  are  addressed  in  this  section. 

Looking  first  at  the  economic  impacts  upon  nonmetropolitan  residents,  we 
see  mixed  effects.  For  farm  families  the  impacts  are  very  positive. 
Hathaway  (1963),  for  example,  indicates  that  new  non- farm  manufacturing 
employment  not  requiring  a  change  in  residence  is  beneficial  to  local 
agriculture,  as  well  as  to  farm  incomes.  Non-farm  jobs  help  farmers  stay 
in  agriculture,  and  at  the  same  time  result  in  significant  improvements  in 
the  level  and    stability  of  farm-family  income,    even    if  the  manufacturing 
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wages  are  relatively  low.  Likewise,  if  noiunetropolitan  jobs  go  to  the 
spouse  and  other  uenbers  of  the  farm  operator's  family,  income  levels  are 
raised. 

Thus,  although  frequently  overlooked  in  noiunetropolitan  economic 
development  strategies,  adding  what  might  often  be  viewed  as  "marginal" 
manufacturing  jobs  (e.g.,  subject  to  cyclical  or  seasonal  demand  and  work 
load,  low  wages,  low  skill  level,  part-time  work)  the  types  of  jobs  that 
noiunetropolitan  areas  have  a  comparative  advantage  for  —  can  produce 
sizeable  benefits  to  towns  when  the  jobs  go  to  local  farm  operators  and 
their  family  meabers.  Research  has  found  the  decline  in  farm  numbers  to  be 
related  to  off-farm  employment,  among  other  factors  (Larson,  1981). 
Furthermore,  the  decline  in  farm  numbers  is  related  to  the  decline  of  many 
noiunetropolitan  communities.  In  South  Dakota,  for  example,  Smith  (1985) 
found  that  counties  with  the  largest  farm  declines  during  the  1960-1980 
period  also  recorded  the  largest  population  declines  during  the  same  time 
period.  The  ability  of  counties  and  communities  to  counter  the  negative 
population  effects  of  farm  declines,  in  turn,  was  related  to  the  existence 
or  proximity  to  an  urban  center  and  the  number  of  non-farm  jobs. 

The  effects  of  noiunetropolitan  manufacturing  employment  growth  upon  non- 
farm  community  residents  are  generally  less  positive  than  is  the  case  for 
farm  families,  and  certainly  less  than  the  idealized  impacts  envisioned  in 
traditional  economic  base  theory.  One  important  finding  is  that  the  actual 
number  of  jobs  going  to  local  nonmetroplitan  residents  is  often  quite  small 
in  comparison  to  the  number  of  new  jobs  created.  Frequently,  new  jobs  go 
to  in-migrants,  commuter*. ,  and  new  entrants  to  the  labor  force  (Summers,  et 
al.p  1976).  One  important  factor  explaining  this  outcome  is  the  level  of 
skill  required  by  a  net*,  production  facility.  Gray,  for  example,  found  that 
a  new  Kaiser  Aluminum  Company  plant  in  West  Virginia  produced  only  600 
jobs  for  local  residents  when  it  opened  in  1957  (1969).  The  remaining  3400 
jobs  at  the  facility  went  to  more  highly  skilled  non-residents.  While  the 
proportion  of  jobs  going  to  local  residents  in  this  cose  might  be  lower 
than  normal,  the  important  point  is  that  the  greater  the  labor  force^skill 
mismatch,  the  greater  will  be  the  loss  of  employment  multip1 iers .  Thus,  a 
low-wage,  low-skill  plant  might  actually  result  in  greater  lool  employment 
multiplier  effects  if  it  hires  a  larger  proportion  of  the  unemployed  or 
underemployed  in  the  local  labor  force.  On  the  other  hand,  unless  the 
skills  of  the  ^cal  labor  force  are  improved,  the  likelihood  of  attracting 
high-skill,  high-wage  operations  is  reduced  accordingly. 

Perhaps  one  of  the  most  comprehensive  summaries  of  the  economic, 
population  and  related  impacts  of  nonmetropolitan  industrial  job  growth  yet 
compl  eted  is  that  of  Summers,  et  al.  ,  (1976).  Among  the  most  important 
impact j  of  manufacturing  job  growth  are: 


--population  generally  grows  in  the  site  community  and  is 
fueled  by  increased  in-migration  and  decreased  out- 
migration ; 

--while  the  outflow  of  young  adults  is  olten  not  stemmed, 
new  young  adult  in-migrants  take  their  place; 

--most  in-migrants    move  from  no    further  than    50  miles, 
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but  generally  commute  for  a  period  before  moving; 

--a  number  of    workers  at  the  facility    will  commute  from 
distances  as  far  as  100  miles; 

--most  new  jobs  do  not  go  to  the  local  unemployed, 
underemployed,  minority  group  members  and  persons  at  or 
below  the  poverty  level,  particularly  if  the  new  jobs  are 
not  low-wage  or  low-skilled  jobs; 

--anticipated  benefits  genrally  exceed  perceived  benefits 
once  development  has  taken  place;  and 

--overall,      evaluations      of    economic      development  in 
nonmetropolitan  communities  are  positive. 

Research  also  indicates  that  the  per  capita  income  of  community 
residents  is  typically  increased  in  nonmetropolitan  communities  as  a  result 
of  industrialization.  The  distribution  across  different  groups  is  not 
universally  positive,  however.  Only  a  minority  of  poverty  level  workers 
get  new  jobs  (USDA,  1972;  Deaton  and  Landes ,  1978);  although  when  they  do 
receive  jobs,  these  residents  tend  to  escape  poverty  status.  This  tendency 
is  primarily  a  function  of  the  greater  opportunity  for  multiple- job 
holding,  rather  than  higher  wages  in  a  primary  job  resulting  from 
industrialization  (Till,  1981).  Furthermore,  while  overall  income 
inequalities  in  the  community  tend  to  be  reduced  (Shaffer  and  Tweeten, 
1974),  some  groups  may  actually  be  worse  off  in  a  relative  sense  after 
manufacturing  job  growth  (Clemente  and  Summers,  1973). 

Community  fiscal  impacts  are  also  mixed.  The  hope  that  new  industry 
will  boost  nonmetropolitan  community  tax  revenues,  thus  holding  the  lid  on 
taxes  for  homeowners,  or  possibly  enhancing  services,  is  rarely  fully 
realized.  Instead,  the  costs  of  industrialization  to  the  community 
government(s)  tend  to  be  greater  than  expected.  Summers  et  al,  (1976) 
indicate  that  community  fiscal  resource  base  increases  are  often  canceled 
by  the  rising  costs  of  providing  services  to  the  industry  and  town.  When 
net  fiscal  gains  do  accrue  to  the  nonmetropolitan  community,  it  usially 
occurs  as  a  result  of  no  subsidy  being  given  to  the  industry,  the 
preponderance  of  workers  were  hired  locally,  large  proportions  of  the  plant 
work  force  live  outside  of  town  and  conmute  to  work,  or  community  services 
were  substantially  underutilized  and  thus  inefficient. 

One  of  the  best  analyses  of  the  community  fiscal  impacts  of 
manufacturing  employment  growth  is  Brinkman's  (1973)  study  of  Parsons , 
Kansas.  After  tracking  the  impacts  of  plants  locating  in  Parsons  during 
the  1960-1970  period,  Br in  km  an  found  gains  to  local  residents  through 
increased  personal  income,  as  well  as  increased  income  to  local  merchants 
through  sales  for  shopping  and  trade  goods.  Both  the  city  government  and 
the  school  district  lost  roughly  $330, 00^  e?ch,  however,  due  to  financial 
incentives  given  to  the  new  industries.  The  result  was  a  net  overall  loss 
to  the  public  pector.  The  private  sector,  on  the  other  hard,  benefited 
through  employment  and  income  gains.  The  work  of  Shaffer  and  .weeten 
(1974)  pioduced  similar  findings.  When  coupled  with  the  earlier 
information  on    the  lower  relative    importance  of  financial    inducements  in 
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business  Location  decisions,  Che  neC  loss  Co  Che  public  secCor  as  a  resulC 
of  industrial  growth  is  unfortunate  and  can  reduce  Che  overall  effecC  of 
new  job  jrowth  in  communities. 


This  paper  began  by  noting  a  paradox  of  nonmetropolitan  economic 
developuenC  —  growth  raCes  in  nonaetropoii.an  economic  well-being  are  noC 
exceeding  growth  rates  in  metropolian  well-being  by  Che  sane  Margin  as  is 
Che  case  for  population  and  employment  growth.  Answers  to  this  paradox 
were  sought  in  selected  acoecCs  of  the  literature  on  economic  development, 
particularly  as  it  pertains  to  nonnetropolitan  areas.  Although  additional 
sorting  through  is  required,  some  strategy  options  are  relatively  clear. 
This  section  delineates  what,  at  this  first  cut,  appear  to  be  the 
significant  strategy  implications.  The  focus  is  on  locally  controlled 
actions.  Although  strX+  and  fede^l  governments  have  both  leadership  and 
supportive  "niches"  to  fill  in  the  nonmetropolitan  economic  development 
process,  recent  history  indicates  that  local  initiative  and  action  will  be 
most  likely  to  lead  to  success.  The  relative  weight  to  be  placed  on 
recruiting,  as  opposed  to  establishment  retention  or  start-up  efforts  is 
also  not  addressed.  Nor  is  the  range  of  economic  development  goals, 
program  options,  organizational  frameworks,  and  planning  and  targeting 
methods  discussed.  For  av  overview  of  important  considerations  for  small 
communities  in  these  areas  see  Gudell  and  Smith  (1984). 

In  general,  the  paradox  of  the  "lagging"  nonmetropolitan  economy  appears 
to  partly  be  a  function  of  how  modern  economic  institutions  structure 
economic  exchanges  and  growth,  and  partly  a  function  of  the  nature  of 
nonnetropolitan  areas.  While  nonmetropolitan  economic  developers  can't 
easily  alter  the  behavior  of  multi-establishment  corporations  and 
metropolitan  institutions,  they  can  take  steps  to  minimize  the  negative 
effects  of  such  realities.  Local  action  must  be  based  upon  a  sound 
understanding  of  the  broad  forces  and  relationships  enmeshing 
nonnetropolitan  areas,  as  well  as  knowledge  of  how  these  interact  with  the 
dominant  characteristics  of  nonmetropolitan  economies,  particularly  their 
small  size,  lack  of  economic  diversity,  and  the  lack  of  agglomeration 
economies. 

A  primary  reason  for  the  lag  in  nonmeCropoliCan  economic  well-being 
would  appear  Co  lie  in  tne  employment,  income  and  oCher  "leakages"  f  'm 
nonmetropoliCan  communities  undergoing  economic  development.  Because  of 
these  leakages,  development  multiplier  effects  are  dampened.  While 
leakages  are  also  a  significant  pi-oblem  in  metropolitan  areas,  Chi* 
phenomenon  appears  to  be  more  acuCe  in  nonmeCropoliCan  communities.  The 
smaller  Che  economic  area,  Che  greaCer  Che  leakages  because  of  Che  lack  of 
scale  and  agglomeration  economies,  as  well  as  a  general  lack  of  diversity. 
This  general  acceptability  of  nonmeCropoliCan  communiCies  Co  leakages  of 
employment,  income  and  oCher  economic  development  multipliers  is 
exacerbated  by  aspects  of  today's  economy,  most  notably  the  nulCi- 
establishment  corporation  »nd  the  superior  ability  of  metropolitan  are«s  to 
utilize  the  spin-offs  of  economic  development,  thereby  relegating 
nonmetropolitan  areas  to  a  dependency  status. 


Mcnnetropolitan  Economic  Development  Strategies 
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Multi-establishment  corporations  enhance  the  leakage  tendencies  of 
small,  nonmetropolitan  economies  by  the  fact  that  such  business  enterprises 
control  a  majority  of  U.S.  manufacturing  jobs  and  economic  resources ,  and 
because  they  have  job-control  linkages  through  plants  located  in  regions 
and  towns  outside  the  local  area.  Because  these  corporations  control 
capital,  labor  and  production;  because  these  businesses  have  extensive 
oranizational  networks  to  help  in  the  production,  marketing  and 
distribution  of  goods  and  services;  and  because  of  the  information, 
administrative  and  coordination  needs  of  these  enterprises,  areas  and 
cities  outside  a  given  locality  where  they  operate  will  be  relied  upon. 
Employment,  activity  and  economic  investments  at  a  given  local  site,  then, 
will  have  multiplier  effects  elsewhere.  As  indicated  earlier,  this  general 
tendency  is  enhanced  in  small,  nonmetropolitan  settings  because  of  their 
economic  scale  and  size. 

Dependency  perspectives  of  nonmetropo  Atan  economic  development  provide 
additional  insights  into  the  complex  process  of  leakage.  Nonmetropolitan 
areas,  this  perspective  argues,  are  not  able  to  take  advantage  of  the  spin- 
offs of  development.  This  is  a  function  of  the  biases  and  power  of 
metropolitan  places,  as  well  as  the  small  size  and  lack  of  diversity  and 
agglomeration  economies  in  nonmetropolitan  areas.  The  result  is  an 
increased  rate  of  leakage,  with  metropolitan  places  accruing  extensive 
benefits  from  economic  activities  located  in  nonmetropolitan  areas. 
Nonmetropolitan  economic  growth  and  development  is  "underdeveloped, 9 
relative  to  that  of  metropolitan  places,  because  of  these  dynamics. 

Another  likely  cause  of  the  lag  in  nonmetropolitan  economic  well-being 
lies  in  the  continued  u<*e  of  financial  incentives  to  spur  development. 
Although  the  preponderance  of  the  industry  location  literature  indicates 
that  financial  incentives  are  rarely  necessary  to  recruit  a  new 
manufacturing  facility,  the  desire  for  industrial  growth,  knowledge  that 
other  communities  are  doing  the  same,  and  the  tendency  of  business 
enterprises  to  take  advantage  of  "something  for  nothing"  fosters  the 
continuation  of  such  practices.  While  there  is  no  evidence  that 
nonmetropolitan  locations  utilize  financial  subsidies  more  than 
metropolitan  communities,  small,  nonmetropolitan  towns  must  make  a  greater 
level  of  effort  to  match  large  community  or  metropolitan  L.ds  for  the  same 
industry.  This  is  a  function  of  the  smaller  number  of  residents  and 
existing  businesses  to  allocate  the  costs  to.  When  coupled  with  multiplier 
leakages,  direct  development  subsidies  in  nonmetropolitan  areas  are  likely 
to  result  in  net  public  sector  fiscal  losses,  further  reducing  personal 
income  available  for  other  uses. 

Finally,  economic  development  impacts  may  lag  in  nonmetropolitan  areas 
because  manufacturing  activities  locating  in  such  places  generally  have  not 
included  the  full  range  of  production,  managerial,  professional  and 
clerical  workers  found  with  manufacturing  operations  in  metropolitan  and 
urban  locations.  These  patterns  are  a  function  of  the  location  needs  of 
multi-establishment  corporations.  The  impact  is  such  that  the  multiplier 
effects  of  industrial  development  are  reduced. 

Given  these  constraints  upon  nonmetropolitan  economic  development,  what 
strategies  might  produce  greater  success?  Among  the  most  obvious 
strategies,    three  are  particularly  noteworthy.       The  firpt  emphasizes  the 
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development  of  local  economic  linkages;  the  second  emphasizes  capitalizing 
on  the  spin-offs  of  economic  development;  and  the  third  emphasizes  the  use 
of  development  financing  techniques  that  minimize  the  use  of  direct 
subsidies  drawing  upon  general  tax  dollars. 

Maximizing  Local  Economic  Linkages 

Among  the  specific  actions  that  can  be  taken  to  maximize  the  development 
of  local  linkages ,  thereby  reducing  the  potentially  negative  effecta  of 
non-local  linkages,  are  the  following.  First,  nonmitropolitan  communities 
can  work  to  ensure  that  local  enterprises  both  public  and  private 
purchase  their  production  inputs  locally,  particularly  from  locally  owned 
business  and  industry.  While  this  option  may  be  quite  limited  in  the 
smallest  communities ,  a  large  proportion  of  nonmetropolitan  areas  could 
take  advantage  of  this.  In  many  towns,  the  public  sector  is  one  of  the 
largest ,  if  not  the  largest,  employers  and  purchasers  of  goods  and 
services.  Whenever  possible,  purchases  should  be  made  locally,  thus 
maximizing  the  multiplier  effect  of  the  share  of  personal  income  going  to 
support  the  public  sector.  Where  size  is  a  problem,  the  development  of 
area  or  regional  purchasing  cooperatives  which  act  as  the  "wholesaler" 
should  be  explored.  Such  cooperatives  could  provide  a  small  number  of 
jobs,  but  more  importantly,  can  result  in  tax  savings  as  a  result  of  their 
greater  buying  scale.  This  can  keep  more  income  in  the  pockets  of  local 
residents  for  circulation  in  the  local  economy. 

Local  privnr*  business  must  also  encourage  local  purchasing  and  explore 
the  cooperative  idea  which  has  generally  worked  well  for  the  agricultural 
sector.  Fundamental  to  the  success  of  this  strategy  is  a  vigorous  effort 
to  educate  public  and  private  sector  consumers  as  to  the  nature,  cauaes  and 
consequences  of  economic  linkages  and  the  trade-offs  between  lower  priced 
goods  purchased  and  made  outside  the  community,  as  opposed  to  purchases  of 
possibly  higher-priced  goods  from  local  suppliers  or  producers.  Such  a 
strategy  will  also  require  in  many  states  some  revamping  of  state 
regulations  pertaining  to  purchasing  and  bidding.  State  governments  must 
a? so  reorient  their  purchasing  to  promote  state  businesses  and  producers, 
particularly  businesses  owned  by  state  residents. 

Horaoetropolitan  communities  can  also  work  to  develop  agreements  to 
purchase  and  hire  locally  if  newly  located  or  expanding  manufacturing 
facilities  receive  development  subsidies  or  assistance.  Although  this  can 
scare  some  companies  away,  it  need  not  if  approached  in  a  positive  and 
sophisticated  way.  If  phrased  as  'just  good  business"  for  the  city,  such  a 
strategy  can  work  to  help  maximize  development  impacts. 

Another  strategy  which  can  enhance  local  linkages  is  to  encourage  the 
development  of  facilities  to  capitalize  on  the  backward  and  forward  linkage 
needs  of  existing  and  new  production  facilities.  Branch  plants  typically 
are  locked  into  purchasing  inputs  from  company- identi fied  sources. 
However,  if  the  area  has  a  comparative  advantage  for  some  input,  this 
option  should  be  explored.  Likewise,  if  there  are  production  by-products, 
or  if  the  facility  makes  an  intermediate  product,  the  development  of  final 
product  or  by-product  facilities  should  be  examined.  Such  s  irategies  wil) 
work  best  when  facilities  are  locally  owned,  but  somet  .mes  detailed 
planning  and  proposals  for  additional  local  support  facilities  can  overcome 
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the  built-in  decision  biases  of  multi-establishment  corporations. 

Local  entrepreneurial  skills  must  also  be  developed.  One  of  the  best 
uses  of  lo:al  development  resources  is  to  encourage  existing  local 
entrepreneurs*  and  to  develop  new  ones.  This  might  encompass  encouraging 
small,  fledgling  business  to  expand,  when  feasible,  as  well  a*  helping  new 
business  start-ups.  Such  enterprises  are  likely  to  be  locally  owned,  have 
local  ties  and  benefit  the  area  through  purchases  and  employment  Again, 
some  communities  might  say  the  options  are  limited;  this  is  simply  not 
accurate  a  new  production  facility  of  as  few  as  5  or  10  jobs  can  be  a 
significant  addition  to  the  employment  base  of  a  town  of  500  to  1,000 
residents.  Although  new  and  small  businesses  are  generally  risky  (e.g., 
short-lived,  subject  to  production  ups- and -downs ,  lower  wages),  they  are 
locally  rooted  and  will  be  likely  to  develop  and  maintain  local  linkages. 

Capitalizing  on  Development  Spin-Offs 

Nonmetropolitan  economic  development  efforts  must  also  focus  on 
capitalizing    on      economic    development    spin-offs.  If    this      can  be 

accomplished,  the  ability  of  metropolitan  areas  to  profit  at  the  expense  of 
nonmetropolitan  residents  and  communities  will  be  reduced.  One  obvious 
strategy  is  to  capitalize  on  one  of  the  most  extensive  development 
resources  of  nonmetropolitan  areas  --  the  land  and  its  productive 
capacities.  Many  nonmetropolitan  communities  are  located  in  the  midst  of 
agricultural  land,  equipment  and  facilities  which  are  owned  by  local 
residents.  Efforts  should  focus  on  industries,  production  processes  and 
goods  which  draw  upon  the  land  and  its  local  ownership.  Farm  operators 
could  be  linked  with  production  facilities  for  many  food  goods.  For 
example,  mushroom  farming  is  often  vertically  integrated,  with  a  large 
corporation  handling  the  development  of  the  growing  medium,  as  well  as 
raising  and  processing  the  product.  Why  not  have  local  farmers  grow 
mushrooms  in  idle  or  little  used  farm  buildings  and  sell  them  to  a  local 
processing  operation''  The  success  of  such  a  venture  would  depend  upon 
farmers'  being  efficient  and  selling  at  lower  rates  than  would  be  found 
under  the  corporate  model.  While  this  might  be  viewed  as  taking  advantage 
of  farmers  by  some  individuals,  the  family- farm  literature  indicates  that 
farm  operators  want  to  produce  food  --  to  ta*~i.  Low  wage  activities, 
whether  they  be  new  lines  of  food  production  such  as  mushroom  farming,  or 
whether  they  be  off- farm  jobs,  can  produce  significant  gains  in  the  size 
and  stability  of  net  farm  family  income.  Success  in  this  strategy  will 
require  extensive  work  on  the  part  of  the  land-grant  system  of  extension 
centers  and  advisers  to  encourage  farmers  to  diversify  their  production 
plans  and  to  think  of  new  ventures. 

Related  to  this,  nonmetropolitan  communities  in  farming  areas  should 
capitalize  on  the    availability  af  labor  for  jobs  that    might  be  considered 

by  many    locations  as  "marginal."    Thus,      low  wage,  low    skill ,  seasonal 

facilities  might  be  recruited  to  take    advantage  of  a  comparative  advantage 

of  rural,      farming  areas  --     farm  operators  who  are  looking  for  a    way  to 

supplement    their  primary    inco&e.      Such    a  strategy  will  also  stabilize 

small,  nonmetropolitan  communities  dependent  upon  the  farming  sector 
(Smith,  1985). 
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As  noted  earlier,  attention  should  be  gii»en  to  local  entrepreneurship, 
whether  it  be  helping  existing  local  enterprises  to  expand,,  or  helping  new 
businesses  to  start  up.  Targeting  local  development  resources  upon  these 
activities  will  be  the  most  likely  way  to  ensure  that  the  "profits"  of 
economic  development  are  reinvested  in  the  nonmetropolitan  community. 
Rather  than  forcing  local  entrepreneurs  to  seek  financing  outside  the  area, 
give  them  assistance  priority.  Subsidize  them,  but  structure  the  agreement 
so  that  some  return  (profit)  Is  produced  for  a  revolving  loan  fund,  for 
example,  through  the  return  of  the  principal  and  some  interest.  Profit.  , 
then,  can  go  into  other  development-related  projects  and  activities. 

The  growing  population  of  older  adults  in  many  nonmetropolitan 
communities  provides  another  opportunity  for  capitalizing  on  development 
spin-otts.  Although  senior  citizens  do  not  generally  work  in  so-called 
w*£wpayin8  «*obs»  thcy  do  receive  transfer  payments  from  both  private  and 
public  sources.  This  income  en t era  the  community,  circulates,  and  buys  the 
same  goods  and  services  as  any  other  income.  Facilities  such  as  nursing 
and  retirement  homes,  apartments,  recreation  and  activity  centers,  and 
other  programs  can  be  targeted  to  enhance  and  retain  this  growing  sector  of 
the  population,  particularly  in  nonmetropolitan  areas.  while  senior 
citizens  present  new  service  challenges,  they  provide  much  volunteer  help 
for  community  activities,  and  they  tend  to  consume  many  services  at 
somewhat  lower  levels  than  younger  individuals  and  families. 

Minimizing  Direct  Public  Subsidies  of  jjew  Industry 

Nonmetropolitan  communities  must  also  make  every  effort  to  identify  the 
costs  and  benefits  of  economic  development  projects  prior  to  committing 
public  resources  directly  to  such  ventures.  While  the  exact  mix  of  costs 
and  benefits  will  depend  upon  the  specific  goals  and  nature  of  a  given 
location's  economic  development  program,  they  must  be  examined.  Assuming 
that  any  industrial  development  will  produce  both  individual  and  community 
net  fiscal  gains  is  extremely  risky.  Furthermore,  community  fiscal  losses 
can  wipe  out  individual  gains  from  industrial  development.  In  this  regard, 
communities  must  develop  the  capacity  and  procedures  for.  evaluating 
development  proposals,  particularly  when  they  call  for  public  subsidies  or 
assist snce.  Because  local  capacity  is  typically  inadequate  in 
nonmetropolitan  areas,  state  government  development  agencies,  university 
public  service  and  research  organizations  and  federal  agencies  such  as  USDA 
and  HUD    nust  provide  technical    assistance  and  capacity-building    in  these 


Most  important,  however,  is  that  nonmetropolitan  communities  develop  and 
nake  use  of  alternative  mechanisms  for  financing  econonic  development 
programs  end  facilities  (when  thcy  are  necessary  to  acquire  a  facility  or 
ensure  an  expansion).  Because  the  days  of  federal  subsidies,  loans,  and 
public  works  monies  for  local  development  efforts  are  rapidly  coming  to  a 
clo3e.  local  communities  will  have  to  bear  a  larger  burden  of  the  costs  of 
development.  This  makes  it  all  the  more  important  to  cost  out  development 
projects.  More  important,  efforts  to  minimize  the  size  of  direct  dollar 
outlays  sust  take  precedence  above  other  considerations  since  keeping 
public  subsidies  to  a  minimum  can  enhance  the  likelihood  of  multiplier 
effects  adequate  for  net  fiscal  gains  to  communities  and  residents. 
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Particularly  promising  are  lesser-used  financing  techniques  such  as  tax 
increment  financing  and  special  service  area  financing,  among  others.  Tax 
increment  financing  involves  the  adoption  of  a  redevelopment  plan  for  a 
specific  geographical  area,  the  "freezing"  of  equalized  property  taxes  for 
the  area  at  the  level  of  the  last  tax  year,  and  the  pledging  of  tax 
increments  resulting  from  new  development  in  the  area  to  projects  on  a  pay- 
as-you-go  basis,  or  to  pay  off  tax  anticipation  notes  or  tax  allocation 
bonds  which  permit  the  city  to  raise  money  prior  to  development.  Tax 
increment  financing,  then,  lets  projects  or  project  areas  generate  their 
own  funding;  direct  public  subsidies  are  minimized.  Special  service  area 
financing  represents  another  option  for  supporting  nonmetropolitan  economic 
development.  Under  this  mechanism  a  municipality  or  county  designates  a 
local  area  to  be  a  "special  service  area"  to  provide  a  localized 
"governmental  service."  Bonds  may  be  issued  to  finance  the  project  and  are 
payable  from  taxes  levied  solely  in  that  area.  Typically,  improvements  and 
facilities  must  be  owned  by  local  governments.  This  mechanism  is  used  to 
improve  shopping  districts,  as  well  as  industrial  parks  and  improvements 
such  as  roads,  utilities,  and  buildings.  These  represent  just  a  few  of  the 
financing  techniques  which  nonmetropolitan  communities  can  utilize  to 
minimize  the  fiscal  risks  and  burdens  of  development.  While  there  are 
liabilities  associated  with  these  techniques,  the  same  is  true  for  the  more 
frequently  used  approaches,  as  well. 

In  conclusion,  while  the  economic  constraints  upon  nonmetropolitan  areas 
are  numerous  and  complex,  they  c/n  be  identified  and  sorted  out.  Economic 
developers,  elected  decision  mKers  and  interested  residents  must  work  to 
better  understand  the  *orcjs  which  affect  nonmetropolitan  economic 
development  and  growth  processes.  A  firm  grar.p  of  the  present  will  provide 
a  better  map  for  achieving  frture  goals. 
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Footnotes 


1.  The  author  is  currently  identifying  community  and  area  case 
studies    of  metropolitan    and  nonmetropolitan    economic    development  in  an 
effort  to  conduct  such  an  analysis. 

2.  This  section  draws  upon  my  work  which  more  broadly  explores 

the  development  and  influences  of  multi-establishment  corporations.  See, 
"Interde pendencies  in  Urban  Economic  Development:  The  Role  of  Multi- 
Establishment  Corporations,"  in  D.R.  Judd  (ed),  Public  Policy  Across  States 
and  Cities  (New  York:     JA1  Press,   forthcoming,  1985). 

3.  There  are  a  number  of  routes  to  achieving  economic  development 
goals.  For  an  overview  of  economic  development  goals,  strategy  and 
organizational  choices  for  small  communities  see,  H-  Gudell  and  R.L.  Smith, 
"The  Local  Economic  Development  Process,"  in  J.M.  Banovetz  (ed),  Small 
Cities  and  Counties:  A  Guide  to  Managing  Services  (Washington,  D.C.: 
International  City  Management  Association,  1984). 

4.  Schmenner  grouped  two-digit  manufacturing  industries  into 
nine  broad  categories.    They  are: 


INDUSTRY  GROUP  SIC  CODE  INDUSTRY 

Agriculture -Tied  201  Meat  products 

203  Canned/preserved  fruits  and 
vegetables 

204  Grain  mill  products 

206  Sugar  and  confectionery  products 

207  Fats  and  oils 
21X  Tobacco 

Market-Sensitive  202  Dairy  products 

205  Bakery  products 

208  Beverages 

209  Miscellaneous  food  preparations 

264  Converted  paper  and  paperboaid 

265  Paperboard  containers  and  boxes 

266  Building  paper  and  building  board 
mills 

27X  Printing 

295  Paving  and  roofing  materials 

307  Plastics  products 

341  Metal  cans  and  shipping  containers 

39X  Miscellaneous  manufacturing 

(jewelry,  silverware,  musical 
instruments,  toys,  pens  and 
pencils,  brooms  and  brushes, 
sporting  goods,  signs,  notions 
caskets) 
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Forest-Tied 


Labor  Rate-Sensitive 


Heavy  Chemicals/Oil/ 
Rubber/Glass 


Specialty  Chemicals/ 


Heavy  Hetals 


Industrial  Hachinery/ 
Transportation  Equipment 


24X 
261 
262 
263 

22X 
23X 
25X 
31X 
363 
364 
365 

281 

282 
286 
287 
291 
299 

301 
302 
303 
304 

306 
32X 


283 
284 
285 
289 

342 
347 
348 
349 


33X 
343 

344 

345 

346 

351 

352 
353 


Lumber  and  wood  products 
Pulp  Bills 
Paper  mills 
P*perboard  mills 

Textile  mill  products 

Apparel  and  other  fabrics  products 

Furniture 

Leather  goods 

Household  appliances 

Electric  lighting  and  wiring 

Radio  an*  TV  receivers 

Industrial  Inorganic  chemicals 

Plastics  mai  erials  and  resins 
Industrial  c  'ganic  chemicals 
Agricultural  chemicals 
Petroleum  rel'.ning 
Miscellaneous  petroleum  and  coal 
products 

Tires  and  inner  tubes 

Rubber  an,'  plastics  footwear 

Reclaimed  rubber 

Rubber  and  plastics  hose  and 

belting 

Other  fabricated  rubber  products 
Stone,  clay,  glass,  and  concrete 
products 

Drugs  Hetals 

Soap,  detergents,  cosmetics,  etc. 

Miscellaneous  chemicals  products 

(adhesives,  inks,  etc.) 

Cutlery,  hand  tools,  and  hardware 

Coating,  engraving 

Ordnance 

Miscellaneous  fabricated  metals 
(springs,  pipe  fittings,  foil) 

Primary  metals 

Heating  equipment  and  plumbing 
fixtures 

Fabricated  structural  metal 
products 

Screw  machine  products,  bolts, 
nuts,  etc. 

Metal  forgings  and  stampings 
Engines  and  turbines 

Farm  and  garden  machinery 
Construction,  mining,  and  materials 
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handling  machinery 

354  Metalworking  machinery 

355  Special  industry  machines  (food, 
textile,  lumber,  paper,  printing, 
etc.  ) 

356  General  industrial  machine 
(pumps,  bearings  compres 
etc.) 

358  Refrigeration  and  jervico  ;try 
machinery 

359  Miscellaneous  machinery 

361  Electric  transmission  and 
distribution  equipment 

362  Electrical  industrial  apparatus 
(motors,  welding) 

369  Miscellaneous  electrical  machinery 

(batteries,  etc.) 

371  Motor  vehicles 

372  Aircraft 

373  Shipbuilding 

376  Railroad  equipment 

375  Motorcycles  and  bicycles 

379  Miscellaneous  tr<jisport  equipment 

(trailers,  tanks) 

High  Technology  357  Computers  and  office  equipment 

366  Communication  equipment 

367  Electronic  components 

376  Guided  missiles  and  space  vehicles 
38X  Instruments  (measuring,  analyzing, 

control  ling,  photographic ,  medical , 
clocks) 
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THE  EFFECT  OF  SHOPPING  CENTERS  ON  HOST  TOWNS 
AND  OUTLYING  AREAS 

BY 

Kenneth  E.  Stone  and  James  C.  McCcnnon,  Jr.* 


BACKGROUND 

Many  people  familiar  with  rural  midwestern  states  have  recognized  that 
there  has  been  a  gradual  change  in  the  shopping  habits  of  rural  and  small- 
town people  over  the  last  several  years.    This  trend  was  documented  in  a 
study  for  the  White  House  Conference  on  Small  Business.1    This  study  found 
that,  on  the  average,  the  less  populated  counties  in  Iowa,  Kansas,  Missouri 
and  Nebraska  lost  substantial  amounts  of  retail  trade  in  the  20  year  period 
from  1958  to  1978.    Conversely,  the  study  found  that  most  of  the  more  densely 
populated  counties  gained  significant  amounts  of  retail  tiade  during  the  same 
time  peric'.     Sonte  of  the  reasons  postulated  f0r  these  changes  in  shopping 
habits  were: 

I)    A  continual  outmigration  of  farmers  from  the  rural 
areas  reduced  the  economic  base  of  less  populated 
counties  and  towns,  thereby  causing  many  businesses 
to  be  no  longer  viable. 


Kenneth  E.  ST one,  An  Analysis  of  the  Outmigration  of  Retail  Sales  From 
the  Region,  prepared  for  the  1980  White  House  Conference  on  Small 
Business,  Ames,  Iowa,  1980. 

* 

Associate  Professor  of  Economics  and  Extension  Associate  respectively, 
Iowa  State  University. 
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2)  Improved  transportation  including  reliable  automo- 
biles and  highway  system,  provided  easy  access  from 
rural  to  urban  areas. 

3)  Urge  shopping  centers  (particularly  enclosed  malls) 
with  their  large  selections,  easy  access  and  conven- 
ient opening  hours  proved  to  be  attractive  to  rural 
customers* 


This  paper  will  attempt  to  more  clearly  define  the  effects  that 
shopping  centers  have  had  on  their  host  towns  and  outlying  areas.  Several 
sources  are  drawn  upon  to  form  the  conclusions.    These  sources  are: 


1)  A  1980  survey  of  merchants  from  shopping  centers, 
downtowns  ind  outlying  smaller  towns  in  six  Iowa 
communities. 

2)  A  1931  econometric  study  0f  the  effects  of  shopping 
centers  and  demographic  variables  on  retail  sales 
of  leva  co,  in  ties. 

3)  A  1980  case  study  of  the  Burlington,  Iowa  area 
using  primary  and  secondary  data. 

4)  A  1981  case  study  of  the  Sioux  City,  Iowa  area 
using  primary  and  secondary  date. 


THE  EFFECT  ON  HOST  TOWNS 
Host  town  merchants  in  direct  competition  with  the  mall  suffered  the 
greatest  losses.    Typically  the  hardest  hit  stores  were  general  merchandise 
stores,  apparel  stores  and  specialty  stores.    In  the  1980  survey  of  mer- 
chants, 66.7  percent  of  the  general  merchandise  merchants  felt  that  the 
mall  had  a  negative  impact  on  their  businesses.    Twenty-six  percent  of  the 
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apparel  merchants  and  thirty-one  percent  of  the  specialty  store  merchants 
also  felt  the  raall  had  negatively  impacted  their  businesses. 

A  community  survey  in  Sioux  City,  Iowa  one  year  after  a  600,000+-  square 
foot  mall  opened,  found  more  specific  figures  on  mall  patronage.    The  major 
areas  where  the  nail  captured  trade  frcra  city  residents  are  shown  in  Table  1. 

Table  1.    Major  Areas  Where  Sioux  City  Mall  Captured  Local  Trade 
From  Existing  Merchants 

Percent 


Area  Capture 

Children's  Clothing  33.0% 

Women's  Clothing  27.4% 

Men's  Clothing  20. 4% 

Appliances  14.4% 

Sports/Recreation  Equipment  13.4% 

Crafts/Hobbies  11.9% 


Table  2  shows  the  resus  ts  of  a  study  of  secondary  data  in  the 
Burlington,  Iowa  area  and  illustrates  the  real  losses  in  downtown  Burlington 
for  the  first  four  years  after  a  425,000  square  foot  mall  opened  in  West 
Burlington,  a  suburb  one  mile  away. 


Table  2.    Major  Area  of  Trade  Leakage  from  Burlington,  Iowa 
After  Mall  Opened  ict  West  Burlington 

Percent 

Area  Leakage 

General  Merchandise  -59% 
Apparel  -49% 
Specialty  Stores  -29% 


Figure  1  gives  a  general  idea  of  the  effect  of  the  West  Burlington 
Mall  on  total  retail  saks  for  the  city  of  Burlington.    The  solid  black 
lines  indicate  actual  total  sales  in  constant  dollars  (deflated  by  Consumer 
Price  Index,  using  1971  as  base  year).     The  dashed  lines  indicate  the 
197 1-1977  trend  line  tor  actual  retail  sales  with  an  extension  to  1981.  It 
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can  be  seen  that  Burlington's  real  sales  fell  dramatically  below  the  trend 
line  after  the  opening  of  the  mall.    Conversely,  West  Burlington's  real 
sales  rose  dramatically  above  the  trend  line  after  the  mall  opening. 
Obviously,  other  variables  such  as  the  state  of  the  economy  may  also  have 
played  a  role  in  these  results. 

In  Burlington,  some  merchandise  groups  made  real  gainc  in  the  four 
years  after  the  nearby  mall  opened.    They  are  shown  ir  Table  3. 

Table  3.    Areas  in  Burlington  that  Showed  Real  Cains  After 


This  is  sometimes  referred  to  as  the  spillover  effect.    The  mall  expands* 
the  overall  trade  area  for  the  metropolitan  area.    Some  of  the  new  customers 
drawn  to  the  mall  for  shoppers  goods  then  "spill  over"  to  other  parts  of 
town  to  shop  for  other  goods  and  services. 


The  effect  of  shopping  malls  on  outlying  areas  appears  to  be  much  more 
severe  than  the  effect  on  downtowns.    The  1980  Survey  of  Merchants  indicated 
a  perception  of  broad  based  losses  by  merchants  in  outlying  smaller  towns. 
Table  4  is  a  summary  from  merchants  in  twenty-three  smalle*  communities 
surrounding  the  six  shopping  .enter  cities  who  felt  the  .nail  had  a  negative 
impact  on  their  businesses. 


Mall  Opened 


Area 


Percent 
Real  Gain 


Building  Materials  and  Hardware 

Food  (Groceries) 

Eating  and  Drinking  Places 


+260% 
+77% 
+6% 


THE  EFFECT  ON  OUTLYING  AREAS 
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Table  4.    Composition  of  Merchants  From  Outlying  Smaller 


Area 

General  Merchandise 

Specialty  Scores 

Apparel  Scores 

Food  (Grocery)  Scores 

Hone  Furnishings  and  Appliances 

Building  Macerials  and  Hardware 


Percenc 
Negatively  Impacted 

462 
442 
402 
402 
362 
332 


A  1979  comity  survey  in  Fore  Madison,  a  town  of  approximately  K,000 
population  only  17  mlles  fro*  the  West  Burlington  Mall  was  conducted  to 
determine  the  trade  capped  by  the  nall.    The  results  are  shovn  in  Table  5. 

Table  5.    West  Burlington  Mall's  Tmrtp  r«nf..>-«  c 

(17  mlles  distant)  CaPt"re  fr°°  F°"  Madlson 


Area 

Children's  Clothing 
Woraen's  Clothing 
Men's  Clothing 
Shoes 


Percent 
Capture 

33Z 
312 
20Z 
15Z 


A  further  analysis  of  secondary  data  indicate,  the  impact  of  the  West 
Burlington  Mall  on  two  adjacent  county  seat  towns.    The  results  are 
suamarized  in  Figure  2.    The  solid  lines  show  actual  retail  sales.  The 
dashed  lines  show  the  1971  to  1977  trend  lines  of  actual  sales  and  are 
emended  to  1981.    The  patterns  for  Ft.  Madls0n  (u,0(K)f  populatlon  ^  p 
miles  distant)  and  Mt.  Pleasant  (7.000+  population  and  22  miles  distant) 
are  very  similar.    Both  county  seat  towns  show  a  marked  drop-off  in  real 
total  sales  from  the  trend  line  in  the  four  years  after  the  mall  opened. 

Analyses  of  the  Siou*  City  outlying  areas  showed  patterns  similar  to 
those  in  the  Burlington  Area      Table  6  shows  the  change  in  total  retail 
sales  for  Siou*  City  and  the  adjacent  county  seat  tovns  .or  the  first  year  . 
of  mail  operation. 
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Fipgre  2.  Coapar 
Constf*riq  Dc lint  S 
Madldon  'ane  Me. 
Approximate  Loss 
Mall  Opc'nci 


1-1981 


Is on  jf  19? 

llflS   i<>T  ;F01  I 

leasarjt  with 
of  Sales  Slree 


Ft.  Madison  Approximate 
Sales  Loss  After  West 
Burlington  Mall  -"<et»«d- 
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 ht*  Pleasant  Actus!  Sales 


Mt.  Pieasant  Approxtnanrl 
Loss  of  Sales  After  West 
purllngton  Mall  Opened 
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Sales  Trend  1971-197^1  !    ].  ;  


Fiscal  Year 


778 


Table  6.    Comparison  of  Sioux  City  80  and  81  Retail  Sales  with 
those  of  Surrounding  Towns 


City 

1980 

1981 

Cha nge 

Total  Sales 

Total  Sales 

80-81 

(S000) 

($000) 

($000) 

Sioux  City 

$548,800 

$569,800 

$+21,000 

Cherokee 

56,184 

56,0*3 

-141 

LcMars 

57,374 

56,387 

-987 

Ida  Grove 

27,772 

26,216 

-1,556 

Onawa 

28,218 

26,510 

-1,708 

Perhaps 

a  more  revea 

ling  comparison 

comes  from 

2  Change 
(Nominal) 

2  Change 
(Real) 

+3.82 

-6.02 

-9.7 

-1.7 

-11.1 

-5.6 

-14.6 

-6.1 

-15.0 

for  1980  and  1981.  The  following  data  ir.  Table  7  indicate  the  changes  in 
county  retail  sales  from  1980-1981. 


Table  7      Comparison  of  Woodbury  County  80  and  81  Retail  Sales 
with  those  of  Surrounding  Counties 


Countv 

1980 
Total  Sales 

1981 
Total  Sales 

Change 
80-81 

2  Change 
(Nominal) 

2  Change 
(Real) 

($000) 

($000) 

($000) 

Woodbury 

Plymouth 

Cherokee 

Monona 

Ida 

$594,253 
96.470 
79,824 
56,761 
42.423 

$611,872 
91, 142 
77,343 
51.069 
39,781 

$H7,6n 
-5,328 
-2,481 
-5,692 
-2.661 

+3.02 
-5.5 
-3.1 
-10.0 
-6.3 

-6.8Z 
-14. S 
-12.3 
-18.6 
-15.1 

Woodbury  County  enjoyed  a  3.0  pevcent  increase  in  sales  before  infla- 
tion while  the  surrounding  counties  suffered  losses  of  3.1  percent  to  10 
percent.     In  real  terns  Monona  County's  real  loss  was  18.6  percent.  It 
seems  more  than  coincidental  that  the  first  downturn  in  retail  sales  in  10 
years  for  these  surrounding  counties  occured  in  the  year  that  the  mall 
opened  in  Sioux  City. 

Table  8  presents  even  moi ,  precisely  the  status  of  retail  sales  by 
county  for  1980  and  1981.    Potential  s  les  are  compared  to  actual  sales  to 
determine  if  the  county  had  a  "leakage"  or  a  surplus.    The  potential  rales 
calculation  takes  into  consideration  the  county  population,  average  state 
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per  capita  expenditures  on  retail  sales  and  the  county  relative  income 
situ/  :ion. 


Potential  Sales  -  County  Population  X  Average  State  Expenditure  on 
Retail  Sales  X  Average  Per  Capita  County  Income 
as  a  Percent  of  Average  Per  Capita  State  Income 

Example:    Woodbury  County  1980  Potential  Sales  " 
100,900  X  5,260  X  1.016  «  $539,230,000 


Table  8. 


County 

Woodbury 

Plymouth 

Cherokee 

Monona 

Ida 


Comparison  of  County  Retail  Sales  Surplus  or  Leakage 
for  1980  and  1981 


1980 
Surplus  or 
Leakage 
($000) 

$+55,022 
-14,208 
-A  ,280 
-10,258 
-20,401 


1981 
Surplus  or 

Leakage  

($000) 

$+69,441 
-25,166 
-7,049 
-13,709 
-19,876 


1980 
Surplus  or 
Leakage 
(X) 

+10.21 
-12.8 
-5.1 
-15.3 
-32.5 


1981 
Surplus  or 
Leakage 
(2) 

+17.12 
-21.6 
-8.3 
-21.1 
-33.3 


The  key  point  here  is  that  after  adjusting  for  changes  in  population  and 
income  levels,  Woodbury  County  Increased  its  surplus  from  10.2  percent  to 
17.1  percent  while  each  of  the  surrounding  counties  suffered  a  higher  per- 
cent leakage  in  1981  Chan  in  1980. 

A  1981  Iowa  State  econometric  study  examined  retail  sales  for  every 
county  in  Iowa  from  1976  to  1980.    The  effect  of  several  variables  on  total 
retail  sales  were  determined.    These  variables  were: 

1)  County  population 

2)  Median  income  of  households  in  the  county 

3)  Median  age  of  county  population 

4)  County  unemployment  rate 

5)  Population  of  the  largest  city  in  the  county 

6)  Square  feet  of  nail  space  within  county 
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7)  Square  feet  of  nail  space  within  a  25  mile  radius 
of  countv  seat,  excluding  that  in  county 

8)  Square  feet       4U-U  space  within  25-50  mile 
radius  of  county  seat 

The  effects  of  malls  (items  6,  7  and  8)  were  of  particular  interest. 
All  were  statistically  significant  at  the  95  percent  level. 

Effect  of  Mall  on  Resident  County's  Sales 

The  results  shoved  that  the  presence  of  a  Dall,  on  the  average, 

increased  total  county  recail  sales  by  approximately  $74  per  square  foot  of 
mall  space  in  1980.    A  rule  of  thumb  for  nall  sales  in  1980  was  that  approxi- 
mately $100  in  sales  could  be  expected  per  square  <oot  of  mall  space.  If 
one  assumes  that  mall  sales  were  $100  per  square  foot,  but  that  county  s.les 
increased  by  only  $74  per  square  foot  of  mall  space,  then  some  other  county 
businesses  must  have  faced  reduced  sales  because  of  the  mall.    For  example, 
one  would  expect  approximately  $50  million  annual  sales  from  a  500,000 
square  foot  mall  and  yet  the  study  showed  that  a  mall  of  that  size  would 
increase  county  sales  by  only  $37  million      The  implication  ic  that  approxi- 
mately $13  million  in  sales  would  be  lost  by  other  county  merchants. 

Effect  of  Mall  on  Adjacent  County's  Sales 

The  econometric  study  showed  that  approximately  $5.50  per  square  foot 
of  mall  space  was  captured  from  adjacent  counties  (within  a  25  mile  radius) 
in  1980.    In  the  case  of  a  500,000  square  foot  mall,  approximately  $2.75 
million  would  be  captured  from  an  adjacent  county.    Assuming  that,  on  the 
average,  the  equivalent  of  seven  counties  adjoin  a  shopping  mall  county, 
the  total  capture  would  be  $19.25  million. 
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Effect  of  Mall  on  Retail  Sales  of  Counties  25-50  Miles  Away 

The  1981  study  showed  that  approximately  $2  50  per  square  foot  of  mall 
space  was  pulled  from  "second  tier"  counties  ^hose  25  to  50  miles  from  the 
mall)  in  1989.     A  typical  county  in  that  category  would  lcse  approximately 
$1.25  million  per  year  in  retail  sales  to  a  500,000  square  foot  mall. 
Assuming  that  the  equivalent  of  eleven  counties  lay  25-50  miles  distant, 
total  capture  by  the  mall  would  be  approximately  $13.75  million. 

In  summary,  the  econometric  study  showed  that  a  500,000  square  foot 
mall,  for  example,  would  capture  approximately  $13  million  from  its  resident 
county,  $19-20  million  from  the  "first  tier"  adjacent  counties  and  $13  to 
14  million  from  the  "second  tier"  surrounding  counties.    It  should  be  kept 
in  mind  that  these  results  are  averages.    In  fact,  some  surrounding  counties 
would  lose  more  than  the  average  amount  while  others  may  fare  better. 


Based  on  the  foregoing  discussion  and  the  studies  cited,  the  following 
conclusions  can  be  reached. 

1)    When  a  shopping  center  is  introduced  into  a  community,  some 
host  town  merchants  face  reduced  business  because  of  Increased 
shopping  center  competition.    However,  other  merchants  not 
directly  competitive  with  shopping  center  stores,  are  helped 
because  of  the  spillover  of  customers  drawn  to  the  center 
from  an  enlarged  trade  area.    Those  host  town  businesses 
in  direct  competition  with  >nall  stores,  such  as  general 
merchandise,  apparel  and  specialty,  suffer  the  greatest 
losses. 


CONCLUSIONS 
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In  most  cases,  the  introduction  of  a  shopping  center  into  a 
town  or  city  increases  the  size  of  the  trade  area  for  the 
initial  three  to  four  years.    After  that  period,  a  gradual 
decline  in  the  size  of  tne  trade  area  seems  to  set  in.  Since 
shopping  center  sales  usually  remain  relatively  stable,  th- 
decrease  in  trade  area  size  suggests  that  other  stores  in 
the  area  are  being  squeezed  out. 

Many  businesses  in  outlying  areas  suffer  losses  of  retail 
trade  to  the  shopping  center.    These  losses  tend  to  be  broader 
based  than  in  the  host  town.     It  appears  that  when  shoppers 
leave  outlying  areas  to  shop  for  shoppers  goods  in  the  shop- 
ping center,  they  may  also  purchase  convenience  goods  and 
services  chat  normally  would  have  been  purchased  in  the  home 
town. 

In  most  cases  the  retail  "pie"  for  an  area  remains  relatively 
constant  in  size  (assuming  population  or  economic  activity 
does  not  change  significantly).    When  a  shopping  center  comes 
into  a  town  or  city,  it  captures  a  sizeable  slice  of  the  "pie". 
Consequently,  the  slices  left  for  most  host  town  merchants  and 
outlying  smaller  town  merchants,  become  smaller. 
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ABSTRACT 

The  Effect  of  Shopping  Centers  on  Host  Towns  and  Outlying  Areas 

The  results  of  several  studies  uere  analy2ed  to  ^ 
of  shopping  centers  on  host  towns  and  outlying  areas  in  Iowa.  Competing 
businesses  in  host  towns  were  hurt,  uhile  some  non-competing  businesses 
were  helped.    A  broader  range  of  businesses  „ere  hurt  in  outlying  areas. 
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Retail  sales  trends  in  Iowa  towns 


Our  research  of  the  last  few  year*  bat 
documented  tha  eigratioo  of  retail  talei 
fror  rural  counties  to  metropoliten 
counties  throughout  the  Midwest.  This 
news  latter  focuaea  more  directly  on 
reteil  aalee  trends  for  Iowa's  to  writ  and 
cities. 

Retail  capture 

Veteil  capture  provide*  «  good  measure 
of  a  tovn'e  reteil  viability.  Reteil 
capture  meene  the  portion  of  the  locel 
retail  trade  potent  iel  that  e  tovn 
actually  H  capture  a".  We  have  developed 
e  vay  to  e*eecure  e  tovn'e  reteil  trede 
cepture  in  terms  of  the  tovn  population, 
ye  cell  it  "pull  factor".  A  pull  fector 
ie  calculated  by  dividing  a  tovn'a  per 
capita  reteil  selee  by  the  average  atate 
per  cepita  aelee.  For  example,  if  a 
tovn  of  4,000  population  had  retail 
sales  of  $20  million,  its  per  cepite 
aales  vould  be  $20  Billion  divided  by 
4  ,  000,  or  $5,000  eeles  per  person  per 
year.  If  the  everege  stete  per  cepite 
sales  vera  $4,500  per  yeer,  the  tovn'e 
pull  factor  vould  be  $5,000  t  $4,500  - 
1.11.  The  interpret  at  ion  of  tfcii  pull 
fector  ie  that  beeed  on  it  a  actual 
sales,  the  tovn  ie  selling  to  111  per- 
cent of  the  tovn  population,  in  full' 
tine  customer  equivalents .  In  other 
words,  the  tovn  is  selling  to  the  equiv- 
elent  of  100  percent  of  the  tovn  popula- 
tion plus  another  11  percent  sore.  The 


pull  fector  ie  e  reliable  indicetor  of 
the  reletive  else  of  trede  areas  for 
most  tovne.  However,  it  sometimes  gives 
felse  impress ione  in  email  tovne  with 
dominant  businesses.  For  example,  ions 
email  tovn*  may  have  one  very  large  fern 
implement  deeler  end  very  few  other 
etoree.  When  the  pull  fector  ie  com- 
puted it  may  appeer  thet  the  vfcola  tovn 
ia  doing  very  veil,  When  in  feet  it  ie 
only  the  ferm  implement  deeler  thet  ie 
doing  veil.  Other  dominant  buainesea 
thet  tend  to  bias  small- tovn  pull  fac- 
tors ere  multi-county  rural  electric 
headquarters,  construction  materia  la 
quarriee,  factories  thet  sell  direct  lo 
consumers,  end  major  tourist  attrec- 
t  ions • 

Pull  factor  trends 

Teble  1  shovs  the  everege  cheage  in  pull 
fectore  for  severel  populet ion  groupe 
be  ewe  en  1969  end  1982.  Kote  the  rapid 
decline  in  everege  pull  fectors  for 
tovns  belov  2,000  population.  In  1982, 
most  of  these  tovne  were  selling  to  less 
then  100  percent  of  the  tovn  popula- 
tion. 

Among  larger  tovne,  the  greatest  percent 
decline  ves  experienced  in  the  4,000- 
4  ,  999  populet  ion  group  where  the  everege 
pull  fector  dropped  from  140  to  131,  e 
decline  of  6.8  percent.  The  second 
lergest  decline  was  in  the  20,000-39,999 
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Table  1  Chango  in  retail  pull  factors  tor 
different  sUo  Iowa  towns,  1969-1982 


Figure  I  Average  retail  pulling  power 
o!  Iowa's  smaller  towns,  1969-1982 


Populat ion  group 
0-499U-26O) 
500-699  (n-84) 
700-899(^-71) 
900-999(n-29) 
1.0CO-l,499(n-84) 
1. 500-1  , 999(n-41) 
2,00O-2,499(n-28) 
2,500-  2  ,  999(n-10) 
3,00O-3,999(n-12) 
4, 000-4  ,  999  (n- 14) 
5,000-  6,499(n-10) 
6,500-  7  ,  999(n-12) 
8.000-8,999  (n-9) 
9,000-19  ,  999(n-7) 
20,000-39,999(n-7) 
40,000  ♦  (n-6) 


Average 
Pull  Factor 
1969  1982 
87X* 
89 


101 
107 
107 
119 
121 
147 
150 
140 
151 
148 
129 
143 
135 
149 


71Z 
76 
79 
84 
90 
105 
117 
143 
155 
131 
151 
143 
131 
145 
128 
150 


Z  Change 
-18.41 
-14.7 
-21.9 
-22.  C 
-15  $ 
-11.7 
-3.3 
-2.3 
3.1 
-6.8 
0.0 
-3.6 
1.6 
1.6 
-4.9 
1.0 


*  from  1976  instead  of  1969 


Definition-  A  pull  factor  represents 
the  retail  vitality  or  trade  area  site 
for  a  town.  It  is  bated  on  actual  sales 
and  indicates  vhat  percent  of  the  town 
population  these  sales  are  serving.  For 
exinple,  a  town  with  a  pull  factor  of 
107  is  selling  to  the  equ.'valent  of  the 
town  population  (100  percent)  plus  7 
percent  oore. 


population  group  which  fell  4.9  percent 
froa  135  to  128. 

The  greatest  percentage  gains  were  cade 
by  towns  in  the  3,000-3,999  population 
group  where  pull  factors  expanded  3.1 
percent  froa  150  to  155.  Three  other 
population  groups  experienced  modest 
gains  of  less  than  two  percent. 

The  actual  year-to-year  changes  in  pull 
factors  can  be  seen  taore  precisely  in 
Figures  1  «nd  2.  A  very  orderly  pro- 
gression in  pull  factor  strength  froa 
the  taallest  towns  up  to  towns  of  4,000 
population  can  be  seen  in  Figure  1.  In 
other  words,  the  retail  pulling  power  of 
towns  increases  as  the  towns  get 
larger . 


rioure  2  Average  retail  pulling  power 
of  Iowa's  larger  towns.  1969-1982 


In  Figure  2  we  see  that  retail  pulling 
power  is  not  so  predictable  for  towns 
over  4,000  population.  Towns  in  the 
5,000-6,499  population  group  have  been 
the    best    retail    perforators ,    but  are 


787 

ER|cBT  COPY  AVM1M! 


787 


trending  sharply  downward  in  recent 
years.  Conversely  the  largeat  citiea 
(those  over  40  ,  000  population)  sre 
trending  shsrply  upwsrd  and  appear  to  be 
poised  to  toon  take  the  lead. 
Converaely,  the  pooreat  performing 
retail  towns  shown  in  Figure  2  sre  in 
the  20,000-  39,999  population  group,  but 
they  too  appear  to  be  experiencing  a 
sharp  upward  trend  during  the  laat  three 
years. 

The  excellent  towns 

At  the  risk  of  being  secured  of  omis- 
sions or  errors,  the  top  few  retail 
towns  for  each  population  group  are 
ahown  in  Table  2 .  These  rankings  are 
based  on  the  highest  pulling  power  at 
the  find  of  ftacal  year  1982.  Keep  in 
mind  that  there  is  a  tendency  for  biaa 
in  smaller  towns  because  of  dominant 
businesses  • 

The  growing  towns 

Another  useful  measure  of  retail  vital- 
ity ta  the  rate  at  which  a  town's  pull- 
ing power  is  increasing.  Table  3  lists 
the  top  few  towns  with  the  faateat 
growing  retail  sectors  in  each  popula- 
tion group.  Note  that  «oroe  of  these 
towns  don't  have  large  retail  pull  fac- 
tors, but  have  had  good  growth  from 
1969-1982.  The  stellar  perfonners  are 
the  towns  that  are  at  the  t>>p  of  the 
list  in  both  Table  2  and  Tible  3. 

The  rural  businesses 

Al<»rt  readers  have  probabl/  wondered  why 
there  are  so  -Mny  population  gr  >up*  that 
ar^  .«xper iencing  shrinking  retail  Vic- 
tors, wh  i  I*  *o  f<*w  are  showing  gains. 
Aft-c  all,  shouldn't  the  total  gains 
equal  the  t.>tal  Ios*hs?  The  answer  is 
yes,  total  giin*  do  equal  total  losses, 
but  th»*  largest  gainers  have  been  in  so- 
called  rural  areas.  In  other  words, 
titer**  have  been  sharp  gaits  in  retail 
sal***  for  businesses  located  far  enough 
outride  towns  to  be  considered  rural. 
However,  on  closer  inspection,  one  sees 
that  the  bulk  of  thes>:  gsins  have  been 
nude  by  businesses  outside  metropolitan 
ar»*as  or  in  high-traffic  tourist  areas. 


Table  2.  Iowa's  strongest  retail  towns  in 
1982 


1982 

Pu  11 

Population  Group 

Town 

Factor 

0-499 

Woo  Istock 

358  X 

V  mcent 

327 

Me  Iv in 

252 

Hsnlontown 

247 

7UU-O77 

Okoboji 

275 

Ke  ys  t  one 

ill 

Clerntont 

i\l  1 

Adair 

Sully 

239 

Hubbard 

203 

900*999 

West  Bend 

144 

North  English 

134 

Grand  Junction 

133 

Newel  1 

133 

I , UUU- 1 , 1VV 

Pos  tvi  1  le 

222 

A 11 ison 

211 

Jewe  11 

185 

I , 50U- I , 777 

R 1  ka  de  r 

247 

Ka lona 

182 

Avoca 

174 

Cuthr  le  Center 

It  J 

i , UUU— i ,477 

Wi lton 

212 

Ida  Grove 

206 

Creenf  ie  Id 

1  60. 
177 

i  ,  5UU— i  ,  777 

Audubon 

173 

Grundy  Center 

1  71 

iti 

Clarion 

168 

i, UUU    i , 777 

Dyersv  1 1  le 

186 

Osceola 

182 

none  ice  1  to 

1  70 

I  1  7 

•«  ,  WU   M  ,  777 

HUffiDOlO  t 

193 

ninenci tci 

187 

Hatcpton 

179 

5,000-6,499 

A lgona 

250 

Har  lan 

170 

6.500-7,999 

Washington 

170 

Atlantic 

161 

8,000-8,999 

Storm  Lake 

173 

Waver ly 

142 

9,000-19,999 

Spencer 

182 

Carroll 

175 

20,000-39,999 

Fort  Dodge 

149 

Mason  City 

146 

40,000  ♦ 

Des  Moines 

204 

Cedsr  Rapids 

163 

o 
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Table  ?  lowers  fastest  growing  retail  towns.  1969-1982 


Population  Croup 
0-500* 

501-700 

701-900 

901-1 ,000 

1,001-  1,500 

1,  501-2  ,000 

2,001-2,500 

2  ,500-2  ,999 

3,000-3,999 

4,000  -4  ,  999 

5,000-6,499 

6,500-7  ,999 

8,000-S,9<>9 

9,iW0-19  ,9<>9 

20,000  39  ,999 
40,000  ♦ 


Town 

Ons  low 

Vincent 

Waucoaa 

Cree  ley 

C  lermont 

Ventura 

Richland 

Sully 

Adair 

Stratford 

Le  Grand** 

Newell 

Princeton 

Blue  Grass 

Pa nor* 

Aplington 

Huxley** 

Durant 

Grimes 

Sergeant  Bluff 

Colfax 

To  ledo 

Tama 

Grundy  Center 
Missouri  Valley 
Cresco 
Sioux  Center- 
Manchester 
Algona 
She  tdon 
Clear  Lake 
Esthervil  le 
Grtnne  II 
Waver  ly 
Keokuk 
Carrot  1 
Muscat  ine*** 
Cedar  Rapids 
Des  Moines 
Dubuque 


1969 
Pull  Factor 

221 

128 
32 

25 

102 

33 
127 

150 

171 

91 

20 
107 

59 

23 

69 

94 

33 

94 

49 

26 
122 
136 
115 
149 
118 
152 
105 
168 
177 
136 
105 
123 
111 
123 
121 
16! 
109 
149 
194 
115 


1982 
full  Factor 

6U 
327 
72 
55 
207 
56 
178 
2  39 
254 
122 
34 
133 
72 
52 
12 
135 
46 
120 
61 
40 
169 
184 
158 
173 
138 
175 
127 
187 
2  50 
157 
116 
13j 
136 
142 
".40 
175 
119 
163 
204 
121 


X  Chan^ 

177: 

155 
125 
120 
103 
70 
40 
59 
49 
34 
70 
24 
22 
126 
62 
44 
39 
28 
24 
54 
39 
35 
37 
16 
17 
15 
21 
11 
41 
15 
10 
h 
23 
15 
16 
9 
9 
9 
5 
5 


*  1976-1981 
**  1972-  1982 

***  All  other  towns  m  this  group  showed  a  decline  in  pull  factor, 
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It  it  difficult  to  compsre  current  rural 
retail  tales  to  thote  of  years  prior  to 
1972.  However,  in  1972  there  were  7,660 
rural  busiaeases  and  they  made  ■?  9.1 
percent  of  the  total  businesses  in  the 
state.  By  1982  there  were  13,077  rural 
buaineaaea  and  rhey  constituted  13.9 
percent  of  the  state's  totsl  business- 
ea. 

The  total  taxable  retail  aalea  of  rural 
buaioeases  in  1972  were  $221  nil lion  or 
3.47  percent  of  the  state's  totsl  tsxa- 
ble  ssles.  By  1982  rural  business  ssles 
were  $709  ail  lion  or  5.29  percent  of 
totsl  stste  ssles.  Alt.hc.3h  this  may 
not  seem  spectsculsr,  it  represents  s 
52.4  percent  iacreeae  in  portion  of 
total  atate  aales,  a  far  grester  gain 
than  any  of  the  population  group*. 

Sales  in  perspective 

How  much  do  the  different  aixe  towns 
contribute  to  total  atate  retail  ssles? 
Table  4,  derived  from  the  1982  Retail 
Sale  a  and  U*»  Tax  Report,  illustrstes 
the  iapsct  of  the  state'a  largeat  citiea 
on  retail  aalea. 

Nearly  half  the  taxable  retail  aalea  in 
the  atate  occur  in  citiea  of  25,000  pop- 
ulation and  larger.  Stated  another  way, 
the  aalea  in  the  seven  cities  over 
50,000  population  are  nearly  equal  to 
the  aa*ea  in  all  towna  below  10,000  pop- 
ulation in  the  state. 

Yet,  in  my  opinion,  there  are  marketing 
opportunit iea  in  nearly  ill  Iowa  towna. 
However,  the  local  merchants  often  don't 
recognise  theae  neeia.  A  <*aae  in  ooint 
wss  the  need  for  convenience  food  stores 
in  small  towns.  This  represented  a  mar- 
keting opportunity  for  local  entrepre- 
neur, but  u  few  regional  chaina  took 
the  initiative  and  moved  quickly  to  dom- 
inate the  market.  Similar  strategies 
are  being  implemented  by  regional  and 
national  chains  in  areas  such  aa  fast 
food,  building  materia  la  and  services. 
The  trick  is  for  town  reaidenta  to 
iccogniie  these  opportuniriea  and  to 
encourage  local  entrepreneurs  co  take 
advantage  of  them. 


Table  4  Taxable  retail  sales  by  popula- 
tion group,  fiscal  Tear  1982 


Po},.ilation  group 
(citiea  end  town  a) 


X  of 

Taxab  le 

total 

aalet* 

taxab  le 

(billion) 

salea 

$4.89 

36.48Z 

1.73 

12.88 

;.03 

7.68 

1.69 

17.59 

1.14 

8.49 

1.15 

8.59 

0.64 

4.75 

0.37 

2.73 

0.71 

5.29 

0.02 

0.16 

0.05 

0.35 

13.42 

100.00 

50,000  and  over 
25,000  to  50,000 
10,000  to  25,000 
5,000  Co  10,000 
".,500  to  5,000 
1,000  to  2,500 
500  to  1,000 
towna  under  500 
Rural 

Non-permit 

Othera 

TOTAL 


*  Ooea  not  include  exempted  food  and 
druga 

Conclusions 

The  hundreda  of  Iowa  towns  below  2,000 
population  have  suf feted  the  most  severe 
losses  in  retail  pulling  pof-jr  over  the 
laat  H  yeara.  In  fact,  the  vaat  major- 
ity of  :.Vte  towns  do  not  even  neet  the 
retail  neeia  of  the  town  population. 
For  towna  above  2,000  population,  about 
half  the  population  grow?*  oave  experi- 
enced alitht  gaina  in  retail  pulli4g 
power  while  half  experienced  slight 
loases . 

However,  the  greateat  gsins  have  been 
made  primarily  by  individual  buainesses 
outside  metropolitan  areaa  or  in  the 
vicinity  of  high-traffic  touriat  areaa 

Deapite  the  average  pull  factors  de- 
scribed abcve,  there  are  outatanding 
retail  towns  in  sll  populst ion  groups. 
This  points  up  tit  importsnt  principle. 
There  are  marke  t  ing  opportunit  ir  a  in 
virtually  sll  towns.  But,  only  a  few 
towna  have  tut  right  combination  of 
leaderahip,  merchant  cooperation,  end 
cspitsl  to  cske  sdvantsge  of  these 
opportunit  ies . 
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AN  ANALYSIS  Of  THE  OUTMIGRATION  Or  RETAIL  SAMS 
FROM  RURAL  AREAS  OF  THE  REGION 

Kenneth  E.  stone 
Iowa  State  University 


Nebraska  tor^^sTU^  KanS0S'  Missouri 


RESULTS 

compared  over  the  20-^  ES'pJS  tZt&^L9™' 
OVERVIEW  OF  REGIONAL  RETAIL  SALES 

losing^reun^ide         f°Und  J£\ arCaS  With  smallcr  ,owns  have  been 
radne9  "fie^er    £e  were  ™':^,.citieS  havue  bpen  ^'"inq  retail 
discussed  in  detail  S°mC  excePt,ons  *°  thi«  that  will  later  bo 

Total  Retail  Sales 

wcre?sUshorwn"nSTa^    '"Zt?  ^  f°r  the  {oxxr^'  W«  VII 

dollars  (1958  "  base  year)  1£  r^JI?  ^  re?H  Sa,es  in  constant 
deflator  y  The  C^1801"^  Price  Index  was  used  as  tne 

Population 

in  TableP2ati°n  Chan9eS  f°r  the  sUtcs  over  the  last  20  vears  ««  shown 
Per  Capita  RctaH  Sales 

stateiffi  rTa,ihI<.Sa-|(!SKWCre  0bUined  bv  dividinS  'OUI  sales  by 
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Table  1 

TOTAL  RETAIL  SALES  FOR  REGION  VII  STATES  FOR 
SELECTEO  YEARS  IN  CURRENT  OOLLARS  ANO  CONSTANT  DOLLARS 


State 

Year 

%  Change 

1958  1967 

(Thousand  Dollars) 

1977 

1958-1977 

Iowa 

(Current  $) 
(1958  $) 

$3,668,000 
3,668,000 

$5,529,000 
4,787,000 

$9,166,000 
4,373,000 

150*- 
19 

Kansas 

(Current  $) 
(1958  $) 

2,685,000 
2,685,000 

3,793,000 
3,284,000 

7,250,000 
3,459,000 

170 
29 

Mi  ssouri 

(Current  $) 
(1950  $) 

5,695,000 
5,895,000 

7,240,000 
6,268,000 

15,834,000 
7,554,000 

169 
28 

Nebraska 

(Current  $) 
(1958  $) 

1,933,000 
1,933,000 

2,885,000 
2,498,000 

4,7^5,000 
2,269,000 

146 
17 

Table  2 

POPULATION  CHANGES  FOR  REGION  VII 
STATES,  1958-1977 

State 

Year 

%  Change 

1958  1967 

(Thousand  People) 

1977 

1958-1977 

Iowa 

2,747.3 

2,813.5 

2,925.9 

6.5% 

Kansas 

2,153.6 

2,293.0 

2,339.3 

8.6 

Hi ssouri 

4,310.5 

4,567.5 

4,80?. 3 

11.4 

Nebraska 

1,433.4 

1,488.6 

1,578.6 

10.1 
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ANALYSIS  WITHIN  THC  STATF.S 

i».*..5?Uul,ef  K cach  statc  were  classified  according  to  the  size  of  the 
largest  city  in  the  county  as  follows. 


/able  3   

eC,r^rSAPITA  RETAIL  SALES  F0R  WGIOH  VII  STATES  FOR 
SELECTEO  YEARS  IN  CURRENT  DOLLARS  ANO  CONSTANT  DOLLARS 


State 


Year 

X  Change 

1J58 

1967 
(Oollars) 

1977 

1958-1977 

$1,335 
1,335 

$1,965 
1,701 

$3,133 
1,495 

135% 
12 

1,247 
1,247 

1,654 
1,432 

3,099 
1,479 

149 
19 

1,368 
1,368 

1,585 
1,372 

3,297 
1,573 

141 
15 

1,349 
1,349 

1,938 
1,678 

3,012 
1,437 

123 
7 

Iowa         (Current  $) 
(1958  $) 

Kansas      (Current  $) 
(1958  $) 

Missouri   (Current  $) 
(1958  $) 

Nebraska  (Current  $) 
/  |  d958  $) 

County  Classification 

1-  Rural 

2.  Small  Semirur*) 

3.  Large  Semi  rural 

4.  Semi  metro 

5.  Metro 

6.  Large  Metro 


Population  of  Largest  City 

Less  than  2,500 
2,500-4,999 
5,000-9,999 
10,000-49,999 
50,000-149,999 
150,000+ 


m 1 1 n fu  rul    i  w  esu for  each  countv  were  then  calculated  by  multiplying 

Dro2uyct^Ulartf°n.by  S!?te  per  ?apita  retai!  sa,es  and  multiplying  this 
S  °di  cc  b£  c<>unty  "ndex  of  income  (see  Methodology  -section  for 
details),    county  actual  ratal!  sales  were  compared  to  potential  sales  to 

SJd™lnTh!f  ™   ,COunty,hld  a  ,eaka9e  <~>  or  a  S  of  rataU 

£rcent  ^ftX'JSJ?***  ™  6XpreSSed         in  doJIa<*  ™*  a*  a 

Iowa 

TalJle  4  presents  the  average  leakages  or  surpluses  in  rurrpnt 

th°  ,«80r  C°U,nty  classes  for  1958  ™°  1977  P  Figure  1  shows 

sales       a0d  1977  surP|uses  °r  '"k»ges  in  terms  of  percent  of  }JESSi 
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The  21  rural  counties  had  an  average  leakaqe  ot  *)03,000  (5,5^)  in 
1958.  By  1977  this  had  grown  to  $5,389,000  (15. 6%)  or  $2,571,000  in 
1958  dollars,  a  -10.1  percent  change. 


Table  4 

IOWA  AVERAGE  RETAIL  SALES  LEAKAGES  OR  SURPLUSES  FOR 
1958  AND  1977,  BY  COUNTY  CLASSIFICATION-ORRENT  DO1  LARS 


No.  of  Average  Leakage  (  ) 

County  Classification  Counties  or  Surplus 


1958 

1977 

Rural 

21 

$(903,000) 

$(5,389,000) 

Small  Seni rural 

28 

754,000 

(4,228,000) 

Large  Semi  rural 

29 

455,000 

(4,693,000) 

Semi metro 

14 

(655,000) 

2,467,000 

Metro 

6 

(4,851,000) 

24,783,000 

Large  metro 

1 
99 

23,070,000 

163,377,000 

The  28  small  semirural  counties  went  from  on  average  surplus  of 
$754,000  (4.0%)  in  1958  to  a  leakage  of  $4,228,000  (9.4%)  in  1977,  a 
-13.4  percent  change.  The  1977  leakage,  adjusted  for  inflation,  was 
$2,017,000. 

Large  semirural  counties  (N-29)  also  went  from  an  average  surplus 
in  1958  to  a  deficit  in  1977.  In  1958  the  surplus  was  $455,000  (1.9%) 
and  1977  leakage  was  $4,693,000  (  7.8%),  a  -9.7  percent  change.  Con- 
stant dollar  leakage  in  1977  was  $2,239,000. 

Semimetro  counties  (N=14)  averaged  a  leakage  of  $665,000  (1.2%)  in 
1958.  This  improved  to  an  average  surplus  of  $2,467,000  (1.8%)  in 
1977,  a  change  of  +3.0  percent.  The  1977  surplus,  adjusted  for  infla- 
tion, was  equal  to  $1,177,000  in  1958  dollars. 

Tor  the  six  metro  counties  in  Iowa  an  average  leakage  of 
$4,851 ,000  (3.2%)  was  experienced  in  1958  By  1977  the  situation  had 
changed  to  an  overage  surplus  of  $24,783,000  (6.2%),  a  +9.4  percent 
change.  In  real  terms  tnis  was  equivalent  to  $11,824,000  in  1958  dol- 
lars. 

Iowa  has  only  one  county  classified  as  large  moiro.  That  is  Polk 
County  (Des  Momrs)  and  it  recorded  a  surplus  of  $J3,070,000  t5.6%)  in 
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Iowa  Retail  Sales  Leakage  or  Surplus  as  a 
Percent  of  Potential  by  County  Size  1958-1977 


20 
15 
10 
5 
0 
-5 
10 
15 
20 


Legend:  Population  of  Largest  Town  in  County 

1)  <2,500<n-21) 

2)  2,500-4,999  (n-28) 

3)  5,000 -9,999 (n-29) 

4)  10,000-49,999  (n-14) 

5)  50,000-149,999  (n-6) 

6)  >149,999(n-l) 
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1958.  This  grew  to  $163,377,000  (14.8%)  in  1977,  or  $77,947,000  in  real 
terms,  a  9.2  percent  increase. 


Table  5  presents  the  1958  and  1977  leakages  and  surpluses  for 
Kansas  counties  in  current  dollars.  Figure  2  shows  the  1958  and  1977 
surpluses  and  leakages  in  terms  of  percent  of  potential  sales. 

The  48  rural  counties  in  Kansas  averaged  leakages  of  $345,000 
(4.8%)  in  1958.    By  1977  the  leakages  increased  to  $1,757,000  (11.2%)  a 
change  of  -6.4  percent  in  current  dollars.    The  1977  leakage  in  terms  . 
of  1958  dollars  was  $833,000. 

The  23  small  semirural  counties  averaged  surpluses  of  $833,000 
(6.7%)  in  1958.  In  1977  this  had  reversed  to  a  leakage  of  $2,121,000 
(7.1%),  a  13.8  percent  decrease.  When  adjusted  for  inflation,  the  1977 
deficit  was  $1,012,000. 

There  are  nine  large  semirural  counties  in  Kansas.  They  experi- 
enced average  retail  sales  surpluses  of  $3,385,000  (14.9%)  in  1958. 
That  grew  to  a  $6,308,000  (12.6%)  surplus  in  1977.  However,  when 
adjusted  for  inflation,  the  1977  surplus  was  $3,010,000,  a  slight  de- 
crease (2.3%)  from  1958. 

The  22  semimetro  counties  in  Kansas  averaged  leakages  of 
$1,667,000  (3.7%)  in  1958.  That  changed  to  a  $920,000  surplus  (0.6%) 
in  1977,  an  increase  of  4.3  percent.  In  constant  1958  dollars,  the  1977 
surplus  was  $443,000. 

There  is  only  one  metro  county  in  Kansas,  and  its  trade  surplus 
in  1958  was  $8,016,000  (4.4%).  This  county  experienced  an  increase  to 
$43,774,000  (8.9%)  in  1977,  a  +4.5  percent  change.  In  real  1958  terms 
this  was  $20,885,000. 

The  two  large  metro  counties  in  Kansas  experienced  average  leak- 
ages of  $1,964,000  (0.6%)  in  1958.  These  two  counties  also  experienced 
changes  to  average  surpluses  of  $50,855,000  (6.0%)  by  1977,  a  6.6 
percent  increase.    This  was  $24,263,000  in  1950  constant  dollars. 

Table*  *L 

KANSAS  AVERAGE  RETAIL  SALES  LEAKAGES  OR  SURPLUSES  FOR  1958  AND  1977, 
BY  COUNTY  CLASSIFICATION-CURRENT  DOLLARS 


Kansas 


No.  of 
Counties 


Average  Leakage  (  ) 


County  Classification 


or  Surplus 


1958  1977 


Rural 

Small  Semirural 
Large  Semirural 
Semimetro 
Metro 

Large  Metro 


48 
23 
9 
22 
1 
2 

105 


$(345,000)  $(1,757,000) 

833,000  (2,121,000) 

3,385,000  6,308,000 

(1,667,000)  928,000 

8,016,000  43,774,000 

(1,964,000)  50,855,000 
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Figure  2 
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Kansas  Retail  Sales  Leakage  or  Surplus  as  a 
Percent  of  Potential  by  County  Size  1958-1977 


25 
20 
15 
10 

5 
0 

-5 
-10 
-15 
-20 


1958 


J3 

2 


1977 


EL 


Legend:  Population  of  Largest  Town  in  County 
D<  2,500  (n-48) 

2)  2,500-4,999  (n-23) 

3)  5,000  -  9,999  (n-9) 

4)  10,000-49,999  (n«22) 

5)  50,000-149,999  (n-1) 

6)  >149,999(n-2> 
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Missouri 

Figure  3  and  Table  6  present  1958  and  1977  leakages  and  surpluses 
for  Missouri  in  terms  of  current  dollars  and  percent  of  potential, 
respectively. 

The  50  rural  Missouri  counties  averaged  leakages  of  $23,000  in 
1958.  This  declined  to  current  dollar  leakages  of  $4,207,000  in  1977. 
Corrected  for  inflation,  the  1977  leakages  were  $2,007,000.  In  terms  of 
percent  of  potential,  the  leakages  went  from  0.2  percent  in  1958  to  15.0 
percent  in  1977,  a  -14.8  percent  change. 

For  the  23  small  semirural  counties,  the  average  leakage  was 
$2,270,000,  and  this  further  declined  to  current  dollar  leakages  of 
$9,917,000  in  1977.  Adjusted  to  1958  dollars,  the  1977  leakage  was 
$4,732,000.  The  percentage  leakage  in  1958  was  13.8  percent  and 
declined  to  21.5  percent  in  1977,  a  -7.7  percent  change. 


/ 

Table  6 

MISSOURI  AVERAGE  RETAIL  SALES  LEAKAGES  OR  SURPLUSES 
FOR  11)58  AN0  1977,  BY  COUNTY  CLASSIFICATION-CURRENT  OOLLARS 

No.  of  Average  Leakage  (  ) 

County  Classification  Counties  or  Surplus 

1958  1977 

Rural  50  $(23,000)  $(4,207,000) 

Small  Semirural  23  (2,270,000)  (9,917,000) 

Large  Semirural  19  (1,304,000)  (19,161,000) 

Semimetro  17  2,922,000  (4,530,000) 

Metro  3  1,736,000  37,844,000 

Large  metro  _Z  9,103,000  368,068,000 
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The  19  large  semirural  counties  experienced  average  leakages  of 
$1,304,000  in  1958.  By  1977  that  had  increased  to  $19,161,000  in 
current  dollars  or  $9,142,000  in  constant  1958  dollars.  The  1958  leak- 
age amounted  to  4.6  percent  and  the  1977  leakage  was  22.6  percent,  a 
-17.6  percent  change. 

The  17  semimetro  counties  in  Missouri  went  from  a  $2,922,000 
average  surplus  in  1958  to  a  $4,530,000  average  leakage  in  1977.  In 
1958  constant  dollars,  the  1977  leakage  was  $2,161,000.  In  terms  of 
percent,  these  counties  showed  average  surpluses  of  6.8  percent  in 
1958  and  3.1  percent  leakages  in  1977,  a  -9.9  percent  change. 

Missouri  has  three  metro  counties  that  averaged  retail  trade  sur- 
pluses of  $1, 736,030  (1.4%)  In  1958.  In  1977  the  surpluses  averaged 
$37,844,000  (10.6%;,  an  improvement  of  9.2  percent.  The  1977  surplus 
adjusted  for  inflation  was  $18,055,000. 
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Missouri  Retail  Sales  Leakage  or  Surplus  as  a 
Percent  of  Potential  by  County  Size  1958-1977 


1958 
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1977 


Legend:  Population  of  Largest  Town  in  County 

1)  <2,500(n»50) 

2)  2,500-4,999  <n-23) 

3)  5,000  -  9,999  (n-19) 

4)  10,000  -  49,999  (n-17) 

5)  50,000-i49,999(n-3) 

6)  >149,999(n-3) 
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The  two  large  metro  counties  in  Missouri  (Si.  Louis  and  Kansas 
City)  averaged  trade  surpluses  of  $9,103,000  in  1958  (0.05%).  The 
surplus  increased  to  $368,068,000  (8.8%)  in  1977.  The  1977  amount 
'adjusted  for  i'  lation  is  $175,605,000  and  represents  an  8.75  percent 
improvement  over  1958. 

Nebraska 

Table  7  and  Figure  4  show  Nebraska  retail  surpluses  and  leakages 
by  county  in  dollars  and  percentages  for  1958  and  1977.  Nebraska  has 
52  rural  counties  that  averaged  $632,000  (9.f>%)  leakages  in  1958.  The 
leakages  increased  to  $2,802,000  (21 .6%)  in  1977,  n  -12.1  percent 
change.    The  1977  leakage  adjusted  for  inflation  was  $1,337,000. 


Table  7 

NEBRASKA  AVERAGE  RETAIL  SALES  LEAKAGES  OR  SURPLUSES 
FOR  1958  ANO  1977,  BY  COUNTY  CLASSIFICATION-CURRENT  OOLLARS 

No.  of  Average  Leakage  (  ) 

County  Classification  Counties  or  Surplus 

1958  1977 

Rural  52  $(632,000)  $(2,802,000) 

Small  Semirural  11  649,000  (1,625,000) 

Large  Semirural  19  (1,400,000)  2,493,000 

Semimetro  9  5,202,000  23,478,000 

Metro  0 

Large  Metro  J  10,538,000  11,262,000 
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The  11  Nebraska  small  semirural  counties  had  retail  trade  leakages 
averaging  $647,000  (4.5%)  in  1958.  Leakages  increased  to  $1,625,000 
(5.3%)  in  1977,  a  change  of  -O.fl  percent.  The  1977  leakage  in  1958 
dollars  was  $775,000. 

There  are  19  iarge  semirural  counties  in  Nebraska  and  they  had 
average  retail  sales  leakages  of  $1,400,000  (7.7%)  in  1958.  Sales  im- 
proved to  an  average  of  $2,493,000  surplus  (5.4%)  in  1977,  a  +13.1 
percent  change.    Constant  dollar  surplus  in  1977  was  $1,189,000. 

The  nine  scmimetro  counties  in  Nebraska  showed  surpluses  of 
$5,202,000  (13.6%)  in  1958.  The  surpluses  widened  to  $23,478,000 
(24.1%)  in  1977,  a  +10.5  percent  change.  The  1977  constant  dollar 
surplus  was  $11,201,000. 

There  are  no  Nebraska  counties  in  the  metro  classification.  How- 
ever, there  are  two  large  metro  rounlies,  Douglas  and  Lancaster,  whose 
major  cities  are  Onraha  and  Lincoln,  respectively.  On  the  overage  lhe.se 
two  counties  enjoyed  retail  trade  surpluses  of  $10,538,000  (2.9%)  in 
1958.     However,    the  average  surplus  increased  to  only  $11,262,000 
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figure  A 

Nebraska  Retail  Sales  Leakage  or  Surplus  as  a 
Percent  of  Potential  by  County  Size  1958-1977 

1958  i  1977 
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Legend:  Population  of  Largest  Town  in  County 

1)  <2,500(n=52) 

2)  2,500 -4,999  (n-11) 

3)  5,000  -  9,999  (n-19) 

4)  10,000  -  49,999  (n-9) 

5)  50,000-149,999  (n-0) 

6)  >149,999(n-3) 
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(l.a>  in  current  dollars  in  1977,  .1  net  ducrcMM!  o!  1  .*J  percent.  The 
1977  surplus  in  constant  dollars  was  $5,373,000. 

Migration  By  Merchandise  Group 

An  analysis  by  merchandise  group  is  n  massive  undertaking  and 
was  outside  the  scope  of  this  study.  However,  0  1978  study  using 
State  of  Iowa  retail  sales  tax  data  gives  an  indication  of  the  nature  of 
retail  sales  migration  for  various  types  of  goods  and  services.1 

Table  8  indicates  that  rural  counties  have  surpluses  of  trade  in 
the  farm  oriented  merchandise  groups  of  building  materials  and  whole- 
sale (farm  machinery  is  the  largest  component).  Rural  counties  experi- 
enced their  greatest  leakages  in  general  merchandise,  food,  apparel, 
home  furnishings  and  services;  while  these  were  the  greatest  surplus 
areas  for  metropolitan  counties. 


Table  8 

1978  IOWA  RETAIL  SALES  LEAKAGES  (  )  OR  SURPLUSES  BY  COUNTY 
CLASSIFICATION  BY  MERCHANDISE  GROUP 


Merchandise  Group  Population  Group 


1 

2 

3 

4 

5 

6 

Smal  1 

Large 

Semi- 

Large 

Rural 

Semi  rural 

Semirural 

Metro 

Metro 

Metro 

(percent  of  potential) 

Building  Materials 

12.1 

9.8 

1.2 

(8.9) 

(6.9) 

9.3 

General  Merchandise 

(81.1) 

(76.0) 

(39.2) 

17.5 

42.3 

53.6 

Food 

(36.8) 

(53.4) 

(6.1) 

6.2 

2.7 

23.8 

Apparel 

(40.2) 

(38.2) 

(22.7) 

13.5 

3.6 

35.9 

Home  Furnishings 

(38.6) 

(32.1) 

(24.3) 

11.6 

25.7 

31.2 

Eating  and  Orinking 

(19.6) 

(29.3) 

(21.5) 

13.6 

1£.7 

18.0 

Specialty 

(33.1) 

(16.8) 

(2.2) 

5.7 

26.6 

24.9 

Wholesale* 

16.9 

24.0 

6.2 

(30.0) 

(8.3) 

21.5 

^Includes  farm  machinery  and  items  sold  to  consumers  by  wholesalers 


Importance  Of  Geographic  Location 

Figures  5,  6,  7  and  8  show  the  retail  trade  surpluses  and  leakages 
by  county  for  Jowa,  Kansas,  Missouri  and  Nebraska,  respectively.  A 
1958  map  and  a  1977  map  are  shown  for  each  stale,  to  illustrate  the 
changes  in  the  relative  positions  of  county  retail  sales.  As  was  pre- 
viously noted,  most  of  the  metropolitan  areas  have  experienced  real 
gains  in  1  ctail  sales  over  the  20  year  period.  Additionally,  some  of  the 
more  remote  rural  counties  experienced  real  (jd.is  in  retail  sales,  point- 
ing out  that  there  are  definite  limits  to  how  far  people  will  drive  to 
shop. 
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Figure  8 

Nebraska  Retail  Trade  Surpluses  and  Leakages 
by  County  for  1958  and  1977 
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^JwJ"  9k'u  b0^h  metr°P°l'tan  centers  and  in  some  remote 
areas  were  probably  due,  in  part,  to  tourism  and/or  transient  traffic. 

m«^I^»  biggest  losers  were  the  rural  counties  in  the  proximity  of 
Sf^1"1  Cen.erS-  LHowever'  ^ere  were  cases  in  some  of  the  more 
remote  areas  where  heavy  leakages  occurred.    Migration  from  these 

rtr^SlitaTcenPterseatIy  *  ™*  C0UntleS  °r  *  -ST-SK 
IMPLICATIONS  OF  FINDINGS 

have  faff  "SSjFJf  KthlS  ftUdy  rrify,  what  many  Pt0P'e  intuitively 

sPoZ°rSeeaS°ofnsthiS  StUdy  *  *^'~VU?m*& 

reducTihonCirthnPUaLned^ti0K  ,n  ^ne  farm  P°Pulati°"  has  brought  about  a 
™«»  t£L  n  ,     economic  base  in  the  more  rural  areas.  Consequently 
nrnfLhT    n  stores\that  ?nce  were  viable  are  no  longer  able  to  remain 
™  lar   I,   °"e  needs  on'y  to  drive  down  the  main  streets  of  many 

sS  s  to  veT'ifv65^"  f^nS  n3"'  °bSerVe  the  V3Cant  and  ~«v^ed 
smaller  Swn  £  .  I  0n"  3  store  terminates  business  in  a 
JE* iJZ  J,  tha.town  becom,es  an  even  less  attractive  shopping  place, 

a7«-acive%frpVa,cVetoaSlivae.PlaCe  *  ^  a  ™  business^  less 

far.nrTn"'^'1  m0b'lity  of  rural  residents  has  probably  been  another 
h™?nh,    Kthe,  ™?ratI0.n  t°  bigger  shopping  centers.    This  has  been 

s^Tm^^a„rthrougrDette^erhic^9shWayS•        partiCU'3r  the 

n»^ifh°Pping  malls  also  appear  10  be  a  strong  factor  in  attracting 
PMptefoMn  rural  areas.    The  large  anchor  stores  and  the  vast 

att^L^'V^65  0f  merchandise  also  appear  to  provide  strong 
(Z "Sn      sh°PP"?g  malls,    m  addition,  the  malls  offer  plen  y  of 

Sfch^ fllrCCTfZent  ShTing  h0UrS  and  conlro,lcd  clima^  a»  o 
wnicn  are  hare  to  find  in  smaller  towns. 

Impact  On  Existing  Businesses 

The  impact  of  retail  trade  migration  on  some  existing  businesses  in 

iS  Plinfully  obvious'  This  seems  to  ^SawTClS 
chandise  lines  where  se  ect  on  is  a  prime  factor  in  hmJinn  pwm  « 
stores,  shoe  stores,  variety  stores  and  ^ 

manager  to  reduce  stock  even  further,  etc  St0rc 

location"*  aSt?r«  °?feruin3.  services  or  merchandise  where  convenient 
locat.on  is  a  factor  in  buy.ng,  often  cont.nue  to  thrive  in  the  face  of  a 
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shrinking  economic  base.  E>junples  of  these  businesses  are  hardware 
stores,  lumber  yards,  farm  supply  stores,  plumbing  and  heating  ser- 
vices, automobile  repair  shops,  etc. 

Impact  On  New  Businesses 

The  outmigration  problem  presents  special  challenges  to  individuals 
establishing  new  businesses,  especially  in  smaller  towns.  Many  new 
businesses  are  started  in  small  towns  with  the  knowledge  that  the  trade 
area  population  is  sufficient  to  provide  the  volume  of  customers  needed 
for  success.  But  failure  to  recognize  the  migration  patterns  of  shop- 
pers is  a  shortcoming  of  many  new  business  people.  Unless  the  new 
store  is  truly  comparable  to  its  big  city  competition,  many  shoppers  will 
not  give  it  a  second  try.  For  example,  a  small  fabric  shop  in  a  small 
town  in  the  shadow  of  a  big  city  shopping  center  probably  does  not 
have  much  chance  for  success.  The  larger  selections  and  possibly 
better  prices  in  the  city  stores  are  strong  attractions  for  customers. 

Conversely,  a  well  managed  repair  shop  in  a  small  town  could  have 
an  advantage  over  its  city  competition  in  the  form  of  lower  prices 
because  of  tower  overhead  avid  operating  costs.  It  could  also  be  more 
convenient  and  provide  more  personalized  service. 

Impact  On  Transportation  And  Energy  Costs 

After  an  examination  of  Figures  5-8,  it  is  fairly  obvious  that  many 
consumers  from  Region  VII  are  traveling  long  distances  to  purchase 
goods  and  services  that  in  earlier  times  would  have  been  purchased 
much  closer  to  home.  This  migration  for  shopping  is  typically  accom- 
plished through  the  use  of  personal  vehicles  and  probably  results  in  a 
large  amount  of  extra  mileage.  Without  further  study  it  is  not  clear 
what  the  net  energy  increase  would  be.  However,  a  hypothetical 
example  may  serve  to  illustrate  the  magnitude  of  the  problem.  Assume 
the  following  for  a  state  with  100  counties. 

Average  round  trip  travel  increment  to  shop  out  of  town  =  70  miles 
Number  of  families  per  county  that  migrate  (1/3)  =  2,000 
Number  of  shopping  trips  per  year  =  12 
Number  of  migrating  counties  =  60 

This  would  amount  to  approximately  101  million  additional  miles  per 
year.  If  vehicles  averaged  17  miles  per  gallon,  this  would  require 
approximately  six  mifion  gallons  of  additional  gasoline.  In  terms  of 
additonal  cost  to  car  jwners,  at  17  cenb;  per  mile,  the  additional  cost 
would  be  approximately  17  million  dollars  per  year.  Presumably,  migrat- 
ing shoppers  feel  at  least  one  of  the  following. 

1.  They  save  more  than  the  cost  of  the  trip  because  of 
lower  prices  in  the  larger  shopping  centers. 

2.  The  satisfaction  derived  through  larger  selections  is 
worth  the  additional  travel  costs. 


ERLC 


BBT  Cflpy  amiable 


808 


3.     They  do  not  have  a  viable  alternative. 
Impact  On  Communities 

There  has  been  a  significant  impact  on  the  retail  sectors  of  many 
communities,  especially  those  in  the  shadow  of  metropolitan  centers 
Unfortunately,  this  impact  carries  over  to  other  segments  of  the  com- 
^'J™  Vw*For  examP,e'  if  a  community  has  a  leakage  of  retail  sales  of 
55,000,000  annually  and  a  multiplier  factor  of  two,  the  total  revenue 
leaving  the  community  would  be  $10,000,000. 

Oftentimes  communities  are  judged  by  the  appearance  of  their  retail 
districts.  As  appearances  of  smaller  ;own  business  districts  degener- 
ate, so  too  do  the  chances  of  acquiring  new  industry,  new  medical 
professionals,  new  residents,  etc.  In  general,  the  effect  on  smaller 
communities  is  debilitating. 

Conversely,  the  effect  of  migrational  shopping  on  larger  shopping 
center  towns  has  been  growth  enhancing.  The  large  volume  of  cus- 
tomers presents  a  picture  of  vitality  which  is  attractive  to  additional 
industry,  additional  retail  business,  additional  professionals  and  addi- 
tional residents. 

Future  Scenarios 

Scenario  1.  Energy  supplies  remain  similar  to  mid-1979  conditions. 
■fUil2EP,t  i  rati!os  of  Gasoline  prices  to  disposable  incomes  remain  at 
mid-1979  levels,  the  trends  for  migration  of  retail  sales  from  rural  areas 
♦o  population  centers  will  probably  change  very  little.  If  larger  shop- 
ping centers  can,  in  fact,  sell  merchandise  for  lower  prices  because  of 
large  volume,  the  migration  trends  will  almost  certainly  continue  for 
more  expensive  items.  For  example,  assume  that  a  customer  travels  35 
miles  to  a  large  shopping  center  to  purchase  a  $200  item  that  is  $20  less 
tnan  in  hi*  or  her  home  town.  The  70  mile  round  trip  would  require 
approximately  four  gallons  of  gasoline  in  a  17  mpg  car.  That  is  $4.00 
at  $1.00  per  gallon  gasoline  prices.  Most  cusiomers  would  consider 
such  a  shopping  trip  as  fully  justified. 

It  is  conceivable  that  customers  may  shop  closer  to  home  for  less 
expensive  items.  Also  it  is  probable  that  lower  income  consumers  will 
tend  to  shop  closer  to  home. 

Scenario  2^  Energy  supplies  are  rationed  and/or  prices  continue 
to  increase  at  a  rapid  rate.  If  gasoline  should  be  rationed,  there  could 
be  an  adverse  effect  on  larger  shopping  centers.  Trade  area  size 
would  probably  diminish  considerably.  In  fact,  volume  could  decrease 
to  the  point  where  shorter  operating  hours  would  be  mandated.  Or 
conversely,  a  possible  fuel-saving  policy  dictated  by  government  could 
be  the  restriction  of  shopping  malls  from  opening  at  nights  or  on  week- 
ends. This  would  create  a  disastrous  situation  for'  the  mall  stohes 
which  presently  depend  heavily  on  these  shopping  hours  to  draw  tr4de 
from  outiying  areas  where  local  stores  arc  closed.  At  the  same  time,  if 
the  policy  appeared  somewhat  permanent,  it  would  signal  smaller  town 

an»  devel°Pei:s.  that  there  ^  again  more  potential  for  retail 
stores  in  smaller  communities. 
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If  entrepreneurs  do  not  capitalize  on  a  situation  such  as  the 
above,  consumers  would  be  left  in  an  unpleasant  situation  with  respect 
to  certain  types  of  merchandise.  It  is  conceivable  that  in  cases  such  as 
this,  consumer  cooperatives  could  develop  to  provide  scarce  types  of 
merchandise.  This  situation  would  not  be  too  different  from  the  situa- 
tion where  private  sector  agribusiness  firms  were  ignoring  the  needs  of 
farmers  in  certain  agricultural  areas  and  consequently  helped  bring 
about  the  formidable  farmer  cooperative  system. 

RECOMMENDATIONS  AND  CONCLUSIONS 

Based  on  this  study  it  can  be  concluded  that  in  general  the  rural 
areas  of  Region  VII  states  have  been  \os\uq  progressively  more  retail 
trade  over  the  last  20  years.  Conversely,  more  metropolitan  areas,  for 
the  most  part,  have  been  gaining  more  trade  over  the  same  period. 
The  losses  are  most  severe  for  rural  counties  near  metropolitan  areas. 
Some  rural  areas  in  remote  locations  are  holding  their  own  and/or 
showing  gains  in  retail  sales. 

The  losses  in  retail  trade  appear  to  be  heaviest  in  general  mer- 
chandise, apparel,  food,  home  furnishings,  and  specialty  items.  The 
merchandise  lines  where  rural  areas  are  doing  well  arc  generally  farm 
related.    They  are  building  materials,  hardware  and  farm  machinery. 

Future  Research 

There  is  a  need  to  more  precisely  define  potential  sales.  The 
method  used  in  this  study  is  generally  satisfactory,  however,  it  does 
not  take  into  consideration  the  effect  of  factors  such  as  distance  to 
more  populated  areas,  age  of  population,  tourism,  etc.  An  econometric 
study  designed  to  determine  the  effects  of  these  factors  would  certainly 
provide  valuable  information  and  would  allow  planners  and  policy  makers 
to  more  precisely  analyze  retail  trade  migration. 

A  study  to  determine  the  optimal  location  of  various  types  of 
shopping  centers  with  respect  to  net  energy  savings  would  also  seem  to 
be  of  importance  at  this  time.  This  could  be  based  on  feasible  sized 
shopping  centers  located  so  as  to  provide  needed  goods  and  services  to 
the  maximum  population  while  minimizing  travel. 

Governmental  Policy 

If,  in  fact,  it  is  the  purpose  of  government  to  attempt  to  rectify 
inequities  caused  by  the  market  system,  the  following  are  policy  direc- 
tions . 

1 .  Tax  incentives  for  development  of  rural  shopping 
centers.  Rural  shopping  centers  could  alleviate  the 
hardship.*;  on  rural  residents  caused  by  loss  of  loc^t 
shopping  facilities.  However,  developers  are  reluc- 
tant to  build  in  rural  areas  because  of  sparse 
population,  especially  when  metro  shopping  centers 
can  successfully  draw  rural  residents  from  afar. 
Tax   incentives  could  also  help  local  governments 
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and   merchants    with    expanding,    rebuilding  and 
developing  existing  shopping  facilities. 

2.  Loan  programs  to  assist  in  building  rural  shopping 
centers.  In  the  final  analysis,  financing  is  proba- 
bly the  most  critical  factor  in  developing  any  new 
facilities.  Because  of  their  deteriorating  situation, 
some  rural  merchants  have  a  particularly  difficult 
time  in  raising  both  capital  and  operating  funds. 

3.  Tax  incentives  and  funding  for  development  of  rural 
retail  goods  distribution  systems.  One  factor  that 
creates  higher  cost  of  goods  for  rural  merchants  is 
the  higher  transportation  costs  brought  about  by 
remoteness  from  distributors  and  duplicity  »n  the 
system.  Greater  efficiency  in  the  distribution 
system  could  reduce  net  energy  requirements  also. 

Possible  Community  Actions 

Community  government  must  act  in  harmony  with  merchants  to 
solve  some  of  the  problems  causing  outmigration  of  retail  customers. 
Parking  in  many  rural  towns  is  inadequate  even  for  lower  levels  of 
trade  recently  experienced.  Local  governments  could  assist  merchants 
greatly  by  providing  adequate,  convenient  parking  for  retail  customers. 

The  local  government  could  also  assist  retailers  by  providing 
efficient  traffic  flow.  Current  traffic  flow  in  some  rural  towns  is  incon- 
venient to  say  the  least. 

The  provision  of  comfort  facilties  is  also  an  action  that  community 
governments  could  take.  Inadequate  restroom  facilities  are  a  common 
complaint  heard  from  older  people  and  parents  with  young  children. 

Possible  Actions  By  Businesses 

Merchants  can  accomplish  little  on  their  own  until  they  cooperate  in 
a  unified  effort.  Unfortunately,  this  is  a  major  problem  in  many  smaller 
communities. 

Business  people  should  develop  a  strategy  that  would  allow  their 
businesses  to  effectively  compete  with  their  primary  competition.  This 
involves  recognizing  trade  potentials,  customer  characteristics  and 
limitations.  It  involves  finding  a  niche  where  the  business  community 
can  effectively  compete.  For  many  small  towns,  this  probably  means 
concentrating  on  convenience  goods  and  services. 

Some  towns  may.be  able  to  capitalize  on  a  heritage  th  e  or  on 
certain  degrees  of  tourism.  Where  applicable,  these  themes  can  be 
effective  in  maintaining  vibrant  retail  sectors. 
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MODELS  AND  METHODOLOGY 

This  study  revolves  around  the  methodology  for  determining  poten- 
tial sales  for  counties.  Potential  sales  were  compared  to  actual  sales  to 
determine  if  counties  had  leakages  or  surpluses  of  retail  sales. 

PROCEDURE  FOR  DETERMINING  POTENTIAL  RETAIL  SALES 

For  this  study,  county  potential  sales  were  based  stricllv  on -the 
characteristics  of  the  population  within  the  county.  County  retail  sales 
potential  was  determined  by  multiplying  county  population  by  state  per 
capita  retail  sales  expenditure.  This  product  was  further  multiplied  by 
index  of  income  to  take  into  account  differing  county  income  levels 
The  equation  is: 

Prs  =  CP  x  sE  x  I 

where:      Pfs  =  County  Potential  Retail  Saies 
CP  =  County  Population 

SE  =  state  Expenditure  (per  capita)  for  retail  sales 
I  =  Index  of  Income 


County  population,  CP,  was  found  in  Survey  of  buying  Power.  It 
is  based  on  the  last  U.S.  Census  of  Population  and  is  updated  annual- 

State  expenditure  (per  capita)  is  derived  by  the  following  equa- 
tion. M 

SP 

where:     TSg  =  Total  state  retail  sales 

SP  =  State  population 

Total  state  retail  sales  were  found  in  Census  of  Business  and  in 
Market  Guide,  a  commercial  data  source. 

Index  of  income  was  determined  by  using  the  following  equation. 

I  =  si 

1  SI 

where:     CI  =  County  average  income 

SI  =  state  average  income 

™f  following  example  illustrates  the  procedure  for  determining 
potential  retail  sales  for  a  hypothetical  county. 
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ASSUME:  County  Population  (CP)  =  12,000 

Total  State  Retail  Sales  (TS%)  =  $10,000  000 
State  Population  (SP)  =  3,(XX),000 
State  Average  Income  (SI)  *  $6,000 
County  Average  Income  (CI)  =  $5,500 

THEN:      Prs    =  CP  x  SE  x  I 


=  CP  x  TSS  x  ci 


SP  Si 
=  12,000  x  10*000.000,000  y  SJOO 

576oo,o6o  6700?5 

-  12,000  x  3,333  x  0.917 
=  $36,676,000 

scss  &&  sand,ie  — ■  ss&stf:  a-as 

PROCEDURE  FOR  DETERMINING  LEAKAGES  OR  SURPLUSES 

was  ™afHftnP0Aetnti?1  C.°Unty  retail  sales  were  determined,  a  comparison 
s^es^^ffSncl'^s  "SZO?  ^^VT' 
5*2?*  tha"   P°tential  s£    the  Srco^Srl?" 

th*  Hnn^IUSeS  afn,i.  ,ea!?fles  were  converted  to  percentages  by  dividina 
the  dollar  amounts  by  the  potential  sales  in  dollars.  aiviaing 
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THE  DATA  BASE 

The  retail  sales  data  for  1958  and  1967  come  from  the  Census  of 
Business  for  those  years.  At  the  time  research  began  it  was"T>elieved 
that  the  1977  Census  of  Business  would  be  available  in  time  for  use. 
However,  the  data  were  delayed.  Consequently,  there  was  no  choice 
except  to  use  commercial  data  sources.  Retail  sales  data  for  1977  wero 
found  in  Market  Guide. 

Population  and  income  figures  for  1958,  1967  and  1977  were  found 
in  Survey  of  Buying  Power. 

Sales  by  merchandise  group  for  Iowa  were  found  in  the  1978  Iowa 
Retail  Sales  and  Use  Tax  Report.  ~ 

It  generally  is  assumed  that  the  Census  of  Business  is  the  stan- 
dard of  excellence  for  accuracy  in  reporting  retail  sales.  Checks  of  the 
commercial  data  for  several  years  indicate  that  it  generally  is  within  10 
percent  of  the  Census  of  Business,  and  usually  much  closer  than  that. 
Therefore,  the  use  of  commercial  data  for  1977  retail  sales  should  not 
substantially  affect  the  results  and  conclusions. 


FOOTNOTES 


1  Stone,  Kenneth  E.,  "Retail  Trade  Migration,"  Business 
Management  Newsletter,  Iowa  State  University,  July,  1979 T 
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